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cA ^Season
qf cHead-Vuqtiiig?
Robert M. Trueblood
at the Hayden, Stone Forum
New York, New York
November 10,1966

For the past 15 years, Hayden, Stone Incorporated,
stock brokers, have conducted forums to which prominent corporate and financial officials are invited to
give the outlook for their companies to the investment
banking community. The forum at which Mr. Trueblood spoke was the fifth in a series dealing primarily
with accounting principles.

A SEASON OF HEAD-HUNTING?
Leaders must look ahead—they must try to detect
and to weigh those events and conditions of the
present which provide clues to the events and conditions of the future.
This duty applies to leaders in any field. Certainly
it is true with respect to business.
You gentlemen represent leadership groups in all
parts of the business world. And it is my purpose today
to lay before you what I believe to be signs of poiential dangers to business and to suggest what can
be done to avert them.
2

Ever since there has been such a thing as "big
business" in our country, its reputation with the public has fluctuated. In the latter part of the 19th Century
and the early years of this one, business was violently attacked. That was the period of muckraking and
trustbusting. Newspapers and magazines were full of
diatribes against the railroads and the great industrial
organizations of the day. A book called "Wealth
Against Commonwealth" which appeared in 1894, had
an immense circulation and was enthusiastically applauded in press and pulpit. Public hostility toward
some of the business practices of the day expressed
itself in the Interstate Commerce Act, the Sherman
Anti-Trust Act and other regulatory measures.
Another wave of anti-business sentiment came in
the 1930's. The air-waves vibrated with denunciation of
"princes of privilege" and "malefactors of great
wealth." This time, bankers were the favorite whippingboys. And once again legislators—the elected representatives of the people—responded to popular sentiment by enacting a long list of regulatory measures:
the Federal Securities Act, various banking acts, the
THE QUARTERLY

Robert M. Trueblood, partner-in-charge of our Chicago
office, recently completed his term as president of the American Institute of CPA's and has just received a presidental
appointment to the 16 member Commission on Budget and
Accounting for the Federal Government. Mr. Trueblood is our
National Director of Accounting and Auditing and Chairman
of the Touche, Ross Policy Group.

Public Utilities Holding Company Act, the Securities &
Exchange Laws.
All of us would agree today that these measures
and those of the earlier period have, on balance,
turned out to be salutary. But I think we would also
agree that businessmen lost prestige and influence
by waiting to have discipline forced upon them.
In the period of both the late 19th Century and the
1930's, large numbers of Americans were suffering
economic hurt. And in conformity with human nature
at all times and in all places, they looked around for
someone to blame.
The public's decision that businessmen were the villains, solely and directly responsible for what was
going on, was undoubtedly over-simplified and exaggerated. But we would be deluding ourselves if we
attributed the public's decision merely to ignorance
or malice. For, in my view, the business community,
by various acts—and, even more importantly, by certain failures to act—had nominated itself as a chief
candidate for the scapegoat's role.
It has been said that history teaches us only that
we do not learn from history. But certainly all of us
who are in business, or who, like members of my profession, are intimately associated with it, must hope
that we would draw lessons from those times in the
past when business has been shoved in the doghouse.
Aristotle declared that the future is always contained in the present and that it is the wise man who
recognizes it. Taking this as our premise, let's consider what there is in the present that may affect the
future standing of business and businessmen.
*
*
*
An editorial in the Wall Street Journal some weeks
ago listed some disquieting events, among them—a
board chairman of an important company indicted on
MARCH, 1967

charges which included filing false reports with the
Securities and Exchange Commission; the biggest
bank collapse to occur since 1933; two partners of
an accounting firm brought under indictment. The
editorial stated:
"Naturally we are not passing judgment on any of
these developments; in fact, we would stress that
(officials involved) have all made spirited rejoinders
to their critics.
"Still, the events suggest an atmosphere. An atmosphere in which seven United States banks . . . have
closed so far this year. An atmosphere in which the
Comptroller of the Currency is concerned about the
evaluation of loans being made by national banks to
finance companies, one of which recently defaulted.
An atmosphere in which many observers deplore the
deterioration of the quality of credit."
In addition to the incidents listed in the editorial,
a quick glance through newspapers of the past month
or two turns up stories about a stockholders' lawsuit
against two officers and the occounting and public
relations firms of an oil company, charges by the
SEC against the head of another company alleging
"gross misconduct and abuse of trust," 12 persons
indicted for stock manipulation, resignation under fire
of three corporate officers suspected of profiting on
sales to their own firm.
On top of these specific cases, there are possible portents in the broad economic conditions of the
present—the sharp drop in the stock market, the
prospect of a profit-squeeze, high interest rates, and
cramped credit. Under these circumstances, some
companies that are entirely without taint of manipulation or fraud may encounter difficulties they would
otherwise have escaped. Certain enterprises, dependent on the credit market for leverage and simultaneously involved in a stagnant or downturning segment
3

of the economy, will almost certainly have difficulty in
surviving the cross-currents with which they are confronted.
I make no claim to prophecy and do not want to be
misunderstood as suggesting that spectacular collapses are imminent. But I do suggest that a few of
them are not impossible and that, if they do occur,
cries of pain and indignation from those who are injured will mount in volume. If this happens, demands
will be voiced for action by the Government because
the people have no other common court of appeal.
To put it briefly, I believe that we may be moving
toward an environment which, as in some periods of
the past, will induce a search for scapegoats—that
we may face a season of head-hunting.
I speak of this with considerable feeling because
accountants are among those who can be regarded
as prospective quarry. In fact, there have already been
some dozens of instances in which, as you know, distinguished accounting firms have been named in lawsuits. The number of such cases is infinitesimal
compared with the hundreds of thousands of engagements which certified public accountants perform
every year. But we CPAs cannot, and most certainly
do not, take comfort in statistics of this sort.
I'm going to take a minute to discuss the criticism
lately leveled against accountants, not only because
it is a phenomenon I have naturally pondered with
particular care, but also because such criticism is
relevant to my general theme.
Investors or credit grantors, being human even as
you and I, usually do not like to admit that losses they
have sustained may be mainly due to their own carelessness or poor judgment. If they think they can
recoup a loss by suing someone, they're inclined to
sue. Incidentally, in nearly all the legal actions I am
talking about, the accounting firms involved do not
stand as single targets. Instead accounting firms have
been lumped among several defendants, in the
thought, no doubt, that if the plaintiff doesn't recover
from one, he can proceed to others on down the line.
The co-defendants in a typical stockholders' or creditors' suit include the enterprise itself, its officers and
directors, and investment bankers—as well as accountants. And once one person or institution gets the idea
of attempting to indemnify himself in this way, it suggests the same course to others, and the actions
snowball.
Recent public criticism of the accounting profession
4

has centered chiefly on questions of generally accepted
accounting principles. But all the lawsuits against
accountants of which I am aware—save a very f e w have nothing to do with questions of accounting principles. Instead, they are based on allegations of
auditing deficiencies or inadequate disclosures. Therefore, the issues in most of the suits would not be
affected even if every question of generally accepted
accounting principles were resolved overnight. Nevertheless, the questions that have been raised in the
press about accounting principles have undoubtedly
contributed to an atmosphere promotive of litigation.
Fundamentally, in my view, the spate of lawsuits
reflects lack of understanding of what an accounting
firm does do, and does not do, in making an audit.
Auditors do not examine every one of a company's
millions of transactions over the course of a year.
Rather, they test the company's accounting records
and internal controls by examining a sample of transactions. The profession's main objective is to assure
fair presentation of financial position and net income in
all material respects.
An audit may detect fraud, but that is not its main
objective. And if fraud is perpetrated by collusion
among top officials of a company, even the auditor
can be hoodwinked.
An auditor's opinion on a company's financial statements represents an expert opinion based on training
and wide experience. But it is an opinion, not a warranty. It involves estimates and projections as to the
future, and does not guarantee that they will all turn
out as may reasonably be expected.
An auditor's "clean" opinion on financial statements
is major evidence for a banker or investor or analyst
in forming a judgment about a company—but it is not
insurance against loss.
As far as I can see, the recent suits involving accountants spring from disappointment that the auditor's foresight was not so clear as the complainant's
hindsight.
In all of this, I am quick to say, we accountants are
not altogether blameless. We have perhaps been tardy
in dealing with important questions of accounting
principle, though I am bound to point out that problems of this kind are not simple or susceptible to easy
solution. And I must add that the Accounting Principles
Board of the American Institute of Certified Public
Accountants is putting an immense amount of effort
on these matters and has speeded up its output
THE QUARTERLY

notably. Seven major research studies are now well
underway and three formal opinions on significant
subjects will be issued shortly.
*

*

*

The present problems of my own profession, however, might prove to be only a patch on the problems
of the business community as a whole if the economy
began to show serious fatigue and strain. And after
five years of virtually uninterrupted economic gains,
some pause for rest and adjustment would not be
surprising.
Earlier I cited several newspaper items as indications of possible squalls in the offing. Here is still
another example: Not long ago a business magazine
stated editorially, "It's past time certified public accountants were called to account for practices that
are so loose that they can be used to conceal, rather
than reveal a company's true financial picture."
The most disturbing element about a comment such
as this, no matter how ill-founded, is that it tends to
erode public confidence in financial reporting. Now,
if the public were to lose confidence in the auditing
process, it follows that the value of financial statements would be impaired—with a resultant loss of confidence in business management. Our whole system
of "people's capitalism" is based on accumulating
capital from a myriad of sources, and this process is
predicated on confidence in corporate financial reports. If this confidence were undermined, the results
would be serious for the entire economy.
Now, what should we of the business community
do to reduce the chances of such development?
It is my thought that every part of business should
look to its own house to see that it is in order. Every
part of business should strive to be as far beyond
reproach as is humanly possible. We should all examine ourselves and our organizations to see whether
prosperity has brought on careless practices, relaxation of standards, or a lowering of a sense of responsibility to the public. If and whenever such weaknesses
are found, we should move vigorously to correct them.
In making this statement I do not have in mind
instances of outright rascality. There have always
been crooks in every part of society—in government,
labor, the professions, business. Happily, they are few
and everybody realizes this, so when one of the wrongdoers is caught (and especially if his own group takes
action against him) the entire group of which he is a
part is not disparaged.
MARCH, 1967

No, it is not this sort of case that should cause
concern. Rather our concern should relate to the
situations which are not just black-and-white but
range through several shades of gray. Our primary
attention should be directed not so much to actions
that are clearly illegal (for there are agencies to take
care of these things) as to actions which are morally
questionable.
The situations about which most concern of all
should be felt, because they are the most common,
are those in which upright men fail to take action on
matters where they should act—not deliberately but
through carelessness.
Lest all this sound very abstract, I'll get down to
specifics.
Starting with my own profession, I believe that
CPAs must continually strive to improve the technical
and professional standards under which they operate.
At the same time they must never lose sight of the
fact that as auditors their first responsibility is to the
public. They must zealously guard against any infringement of their long-established principles of independence and objectivity, both in fact and in appearance.
Insistence on the application of accounting principles
which the auditor believes to be most appropriate, is
a case in point. Because of the confidential relationship between an auditor and his clients, the public is
not aware of the intensity of debates that sometimes
take place between them on matters of accounting
principles. And when a CPA and client part company
on matters of principle, the CPA, because of his confidential relationship, cannot bring his story to the
public.

*

*

*

I believe that an investment banker should never
attempt, by implied threat of reprisal or otherwise, to
induce an auditor to alter a presentation in order to
improve the earnings per share of a company whose
securities the banker is planning to underwrite. I
believe that no credit grantor should ever say to a
borrower that CPA firm X can be replaced if the
firm requires its client to capitalize the "off-balancesheet" debt which is involved in certain kinds of
leases.
I believe that the most thoroughgoing measures
should be adopted to avoid even the opportunity for
conflict of interest in business. A few years ago a
chief executive of an important industrial company
was obliged to leave his post because of an undis5

closed interest in a supplier firm. This incident triggered intensive self-examination in corporations across
the nation, and stimulated the adoption of measures to
prevent such an occurrence in their own ranks. It is my
impression, however, that—since the immediacy of that
highly publicized incident—attention to the possibilities
of conflict of interest in industry has dwindled. I believe that the measures to prevent day-to-day conflict
of interest are not so stringently supervised as they
were only a short few years ago.

*

*

*

On the matter of conflicts and privileged information, I think some serious thought should be given to
membership on a company's board of directors by
investment and commercial bankers and lawyers who
do business with it—even though such relationships
are fully disclosed. CPAs have met this problem headon. Partners of accounting firms naturallly have a great
deal of intimate information about companies they
serve as auditors. But they are forbidden by the profession's code of ethics from serving on the board
of any company they audit and are forbidden to perform an audit for any company in which they—or any
of their partners, or any member of their immediate
families—own stock. And this requirement is rigidly
enforced.

*

*

*

A few years ago several upper-middle-level executives of important companies were convicted for glaring price-fixing. Yet we still read of price-fixing cases
brought against major corporations and settled by nolo
contendere pleas. The customary explanation by public relations men is that their company entered the
nolo contendere to avoid the costs of litigation. But
the public may wonder whether the plea would have
been entered if management really believed the accusation was groundless.
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Great wealth and special privilege for a favored
few have made for problems throughout history and
they are basic causes of political ferment in many
countries today. Even in this country, conspicuous
affluence can be a source of irritation and possible
protest. During periods of general prosperity the public seems to be tolerant of this situation, but when
things are not going well animosity is aroused.
What goes through the mind of a small shareholder,
for example, when he reads of extravagant salaries
and bonuses which seem unusual in relation to others
in the industry? Or how does the small shareholder
regard complicated deferred compensation arrangements which appear to be available only to a few and
which constitute a long-term charge against a company's earnings?

*

*

*

I am not attempting to answer these questions nor
to pass upon their fairness. I am merely suggesting
that these are questions which business leaders
should be thinking about.
My motive in so suggesting is that I am personally
devoted to the Jeffersonian idea of the minimum of
governmental regulation that is necessary in a particular society at a given time. In the economic sphere,
I firmly believe that our system of democratic capitalism—with whatever imperfections it may have—is
superior to anything that we can now conceive as
replacing it. I think that a massive expansion of government regulation of business—perhaps adopted in
haste, or for purposes of political power, or in a spirit
of exasperation—would be not only hurtful to business
but would be contrary to the common welfare.
That is why I say, let us take heed whether we are
facing a season of head-hunting. And let us take care
that our heads are not those that are sought.

THE QUARTERLY

A memorial to one of our founding partners

...

Qeoige CD. bailey
18901966

A Dedicated Career ...
George Bailey was born June 6, 1890, in Sioux
City, Iowa. His father was a respected banker
and citizen in that community, and summer jobs
in his father's bank influenced George in the
ways of accounting and commerce at an early
age. When he entered the University of Wisconsin in the fall of 1908 his aptitude and interest in
accounting developed quickly. He earned membership in Beta Gamma Sigma, a commerce
honor society, and received an appointment as
a student assistant in accounting. At the time of
his graduation in 1912 he was among the few
early students to major in accounting.
Shortly after graduation he joined the accounting firm of Ernst & Ernst in Cleveland, and moved
to Detroit with them in 1916. Six years later he
became partner in charge of the office there, and
he continued to serve in that capacity until 1947,
when he left to form George Bailey & Co. Later
that same year he merged his practice with two
other firms to become Touche, Niven, Bailey &
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Smart, of which he was named executive partner.
(The present firm name was adopted in 1960.)
Mr. Bailey retired as executive partner in
Touche in 1957, but continued to serve as advisory partner and consultant. When he died last
December, newspapers and magazines throughout the country carried the story of his life. It
was a life of dedication.
In a professional career that spanned more
than half a century, George Bailey was a recognized leader in the advancement of the standards
of the profession. He was president of the American Institute of Certified Public Accountants in
1947-48, and during his career served as chairman or member of some 23 of its committees. He
was also noted for his work to improve accounting education at the university level, and was
among the first accountants to recruit candidates
to the profession directly from college. In 1960
he was awarded the U.S.A. profession's highest
honor, the CPA Gold Medal for distinguished
service, by the American Institute of Certified
Public Accountants.

A recognized author and lecturer on the profession, he was Dickinson Lecturer at the Harvard Graduate School of Business Administration
and Regents Professor at UCLA School of Business Administration. He was a member of the
Businessmen's Advisory Committee of Wayne
University, and a member and chairman of the
Hall of Fame nominating committee at Ohio State
University. He was Visiting Professor at the University of Michigan in 1958.
Mr. Bailey was as well known for his leadership
in civic and charitable organizations as he was
in the business and financial centers of the country. He was particularly identified with the affairs
of Michigan and the City of Detroit, where he
practiced most of his life. His wide professional
and personal interests were also reflected in his
work with the Federal Government largely as an
unpaid adviser and consultant.
Early in World War II, he participated in the
formation of accounting and tax decisions in the
War Department and was later active in formulating legislation and procedures for the termina-

tion of war contracts. He was also a member of
a committee studying changes in appropriation
procedures in Congress affecting long-term projects. During these years, he also served as chairman of various AICPA committees dealing with
accounting problems of wartime production.
More recently, Mr. Bailey served as consultant
to the Board of Governors of the Federal Reserve
System in its study of consumer credit regulations. In 1958 he was accounting consultant to
the statistical division of the United Nations
Secretariat.
At the state and local level, Mr. Bailey was
active in many of the civic and charitable organizations of Michigan. In 1933, he was a member
of the Detroit citizens group which sought to alleviate the financial problems of the city and
established new bank facilities following the
Michigan bank holiday. Among the organizations
in which he was active were the United Health
and Welfare Fund of Michigan, the Southeastern
Michigan Metropolitan Community Research Corporation, and the Citizens Research Council of
Michigan. He had been associated with the
Detroit Community Fund — now the United Community Services— since its inception in 1918,
and was a trustee of Grace Hospital and the Visiting Nurse Association. Mr. Bailey was active in
the formation of the United Foundation, the first
organization to develop the concept of united
fund-raising for national and local charities, now
recognized in hundreds of cities throughout the
U.S. He was a director of the Detroit Board of
Commerce, the Economic Club of Detroit, and
the Michigan Manufacturers Association. He was
also a trustee of the Tax Foundation (New York),
and a director of Freedoms Foundation of Valley
Forge.
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He was a sentimentalist
with a sense of humor
When Mr. Bailey left Ernst & Ernst and
started the firm of George Bailey & Company
the wives of two long-standing clients sent
him a bouquet of flowers pinned to a green
shingle—for George Bailey because he "hung
out his shingle." He prized that shingle and
kept it in the bookcase in his office as long as
he lived in Detroit.
Mr. Bailey was always working at top speed
and expected others to do the same. Not too
long after I became his secretary, he told me
I was doing all right because I kept calm—that
only one of us could get excited and he reserved that privilege.
ANNE

SEELEY-Detroit

A marvellous enthusiasm
What I will always remember about George
is not any particular incident or remark, but the
marvellous and infectious enthusiasm with
which he picked up any proposition—however
casual or outrageous. An off-hand cocktail-hour
remark about the Greek Islands, and he had me
negotiating to charter an enormous ship for a
joint holiday cruise—which unhappily never
came off. In fact about the only subject that
never seemed to interest him was my concept
of accounting income.
HOWARD I.
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ROSS-Montreal

>

Standing by his decisions
George was noted for his positive attitude,
and I never knew him to go back on a decision
once it was made. One such case has always
been particularly close to me. It was at a breakfast meeting in 1948 that I suggested to George
that I open a Touche, Niven, Bailey & Smart
office in Milwaukee. My idea was accepted with
great enthusiasm . . . we discussed the subject
at some length, and George told me to go
ahead and get started. Later, when our plans
were outlined to some of the partners, he met
with considerable opposition. He was told, in
no uncertain terms, that an office in Milwaukee
was probably not such a good idea. George,
however, had made up his mind, and the
office opened that fall.
That was one time I was glad George stuck
to his guns ... I've always felt it was one of
the best decisions he ever made!
ROBERT BEYER-New York

fie damned sure you're right
We had a client, a closely held company,
that relied heavily on George's judgment as
to what year-end dividends should be paid to
avoid the penalty tax for failure to pay dividends. One year George was called out of town
the night before the meeting and I was having
a last minute review with him on what recommendation should be made to the client the
next day. George decided that no decision
could be reached until we got some additional
facts from the client. His final instructions were,
"Call them as you see them—just be damned
sure you're right."
WALLACE M.

His

JENSEN-Detroit

hole-in-one

The Detroit office people will remember
George's famous hole-in-one on the 145 yard
third hole of Detroit Golf Club's north course.
As judged by the result it must have been a
good shot, but when asked how he accomplished his feat George modestly explained
that he swung hard with his No. 4 wood, partially missed the shot, and the ball ended up
in the hole. He said he usually made much
better shots on that hole but with less spectacular results.
KENNETH S.

REAMES-Detroit

Mr. Bailey brought this 400 year old teakwood overlaid screen back from his
trip to Bangkok.
Twenty seven was a mature

age!

Early in 1918 when my employer, a steam
car manufacturer, was in precarious financial
condition, a friend suggested I go to see "a
Mr. Bailey" who was in charge of the Detroit
office recently opened by Ernst & Ernst. Mr.
Bailey turned out to be a dignified and impressive person whose maturity was accentuated
by a high stiff collar. He told me nineteen years
was too young to enter public accounting, but
that he would arrange for me to see one or
two clients who were looking for bookkeepers.
I now remember George's private office to have
been rather tiny, but at the time his presence
and personality, at a full 27 years of age with
a total of four years of actual public accounting experience behind him, more than offset
such a minor detail. After I'd spent a few years
with a client, he decided I had become suitable for public accounting (he was probably
short of staff), and thus began a relationship
of more than 40 years which I always found
most stimulating.
JOHN W.

McEACHREN-Detroit
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In his lighter

He loved good food

moments

—at Asti's in New York joining in the singing
and eating spaghetti.
—at Lido in Paris, not participating in the performance, but drinking champagne.
—at the Gay Ninetys in New York listening
to the female entertainer sing "George Bailey,
won't you please come home."
—at his home looking at the etchings he
brought back from Paris.
George was a hard task master, but he was
also very human.
DONALD J. BEVIS-New

EDWARD P.

TREMPER-Seattle

York

Fishing was a favorite sport

A story for every occasion
Particularly, I remember George's
"little
black book" and the smile that would come
over his face as he delved into his pocket for
it, and the twinkle in his eye as he thumbed
through it and found the story with just the
right tinge of color for the occasion. To a
lesser man the "little black book" would have
been a prop designed to improve his memory;
to George it was a prop to set the stage and
heighten the anticipation of his audience.
WILLIAM K. CARSON-New

George enjoyed food, and from time to time
he would start to be concerned about excess
weight. I remember having breakfast with him
one morning in New York. George had ordered
his regular breakfast but called the waiter
back and told him to bring a small orange
juice with his ham, eggs, toast, etc. Turning
to me he said, "I thought I'd better start
reducing."

York

George loved to fish and we often took pictures of his prize catches. Late one August
when he joined us at Cape Cod, his arrival was
followed almost immediately by hurricane
"Daisy." Two days passed before we ventured
out to fish in high and rough seas. George, who
had fished all over the world, had to admit he
found our Cape waters "upsetting." We hauled
several large cod and a 33 pound halibut. Then
George got a strike! It took thirty minutes for
him to land that tuna, and when he did it was
a beauty, all 110 pounds of it. We returned to
port tuna flag allying and George was delighted to learn that his was the only tuna
caught in Chatham waters all season. A real
winner that day, George turned to me all smiles
and expectation. Much to his dismay, I looked
at the movie camera in my hand and realized
that in my excitement I'd forgotton to use it!
JEANNE WERNTZ-New

York

The Quick come back
Although George Bailey was seldom taken
by surprise, there was one time when he was
completely non-plused. We were having dinner one night when he accidentally knocked
over his dessert, which had been served in a
stemmed glass. Quite upset, he immediately
exclaimed "It's my bifocals!"
Smiling, his
friend across the table said "But George,
you're not wearing your glasses!"
At the Partner's Meeting in 1963 . . . Sir George Touche, George D.
Bailey, Jackson W. Smart and Howard I. Ross.

WILLIAM C.

BECHERT-Conn.

F - - ^ -

The only time I saw him run out of steam
George and I often worked together on projects which we felt were for the betterment of
the profession, and in most cases we were
successful. I remember one time, though, when
we were not so fortunate. It was in 1948, shortly
after George had completed his term as president of the American Institute. We made
shoulder-to-shoulder presentations to the Joint
Committee on the Economic Report on the
burning question of how to deal with the impact
of inflation on the measurement of corporate
profits. Despite frequent interruptions by Senator O'Mahoney, we managed to make vigorous
and sophisticated pleas for putting the depreciation deduction on a current-dollar basis.
Our listeners were quite impressed but when

George, under questioning, had to admit that
the Institute had no "formula" and no recommendation, he ran out of steam. As he put it to
me later, "That really killed us, Bill". We got
our pictures in the paper, and some publicity
for my suggestion that the name of our money
unit be changed from "dollar" to "zollar," but
that was all. I've often thought that had we
been fortified by an Institute pronouncement,
or even a clear-cut proposal from the Committee on Accounting Procedure, our efforts might
actually have started a shift from a state of
subservience to recorded cost data to an emphasis on "value-based" accounting. ("There
is a tide in the affairs of
men....")

Adopted by the Executive Committee of the
American Institute of Certified Public Accountants
The Executive Committee of the American
Institute of Certified Public Accountants has
learned with sorrow of the death of George D.
Bailey, former president of the Institute, on
December 2, 1966, at the age of 76.
Mr. Bailey was a man of exceptional talent who
established a record of distinguished service to
his profession and his community which will be
long remembered. In a career that spanned more
than half a century, he was a founder and executive partner of the firm of Touche, Ross, Bailey &
Smart, and took a leading role in many of the
advances made by the accounting profession
during this period.
Since joining the American Institute in 1922,
he served as a member or chairman of more than
a score of its committees, and was a valued member of Council, the Executive Committee and the
Trial Board. Among his many notable achievements was his leadership in raising the technical
standards of the profession as a member and
later chairman of the Committee on Accounting
Procedure. He also headed a special committee
whose report on education and experience requirements for CPA candidates provided the
basis for present Institute policy. As president of
the Institute in 1947-48, he helped to guide the
profession through the maze of problems arising
from post-war business reorganization and expansion.
In recognition of his many outstanding contributions, he was awarded in 1960 the accounting profession's highest honor, the CPA Medal
for Distinguished Service.
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He was a man of wide-ranging interests who
brought to his many charitable and civic activities the same high sense of purpose that marked
his professional life. He lectured at several universities and was an adviser to a number of
government agencies and the United Nations
Secretariat. He twice served on a citizens group
to study Detroit's financial situation and was
active in the Citizens Research Council of Michigan. He was a director of many leading organizations, and was instrumental in establishing the
United Foundation in Detroit which served as a
pattern for local charities throughout the country.
Above all, he was a man whose personal qualities commanded respect from all who knew him.
He viewed the world with realism, but never despaired of its fate; he expected much of those
who labored with him to advance a common
cause, but demanded far more of himself; he
enjoyed to the full his many moments of triumph,
but faced adversity with an imperturbable courage; he was loyal to old ideals, but always receptive to new ideas; he was serious about
matters of consequence, but his gravity was often
relieved by a beguiling sense of humor. It was
typical of his interest in others that he was serving as vice-president of the Institute's Benevolent
Fund at the time of his death.
With a deep sense of loss for a treasured
friend, a respected colleague and an outstanding citizen, the Executive Committee extends its
sympathy to his wife, his brother and sister, and
his professional associates.
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Provider optior\sJbr maximum
reimbursementuqdertt\e
medicate ptbgtam

by John F. Brockschlager, Jr.

The Medicare insurance program for the aged has
imposed certain cost finding requirements upon hospitals, home health agencies and extended care facilities which have qualified as providers under the
Medicare program. Beginning January 1, 1967, nursing
homes that qualify must also meet these requirements.
Cost finding is the ; systematic allocation of total
institutional costs to revenue producing centers. The
rationale for the cost finding requirements is that the
Social Security Amendments of 1965 require that the
amount paid to the provider, for services rendered to
beneficiaries, will be the "reasonable cost" of such
services. Thus, the intent of the law is that only those
costs incurred by institutions, which relate to patients
covered by the program, will be born by the program.
The Department of Health, Education and Welfare has
established "principles of reimbursement" which provide guidelines to be used in determining reasonable
cost. These principles will be applied locally by Blue
Cross and certain private insurance companies acting
as fiscal intermediaries for the Department.
Essentially it is these intermediaries who will determine whether a provider has (1) properly allocated
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cost to Medicare patients and (2) included only those
costs allowed by the "principles of reimbursement."
One of the most important problems facing provider
institutions is how critical the fiscal intermediary is
going to be in assessing the institutions' bases and
methods of cost allocation. All indications are that the
intermediaries will take a reasonable approach so long
as the institutions use generally acceptable cost accounting methods in their cost allocation procedures.
There is another aspect to the reimbursement question, namely: the "principles of reimbursement" make
available to the provider certain options which can be
used to determine reimbursable costs. It is of utmost
importance that the provider determine its reimbursable costs under all options available in order to
obtain maximum reimbursement.
DEPRECIATION OPTIONS
One of these options involves depreciation. The
principles state that depreciation on all assets
acquired after December 31, 1965 must be based on
cost. However, straight-line or accelerated depreciation methods may be used. In addition the provider
15

may change methods if the intermediary approves,
and the request for change must be made before the
end of the first month of a reporting period. The
principles also state that, for assets acquired before
1966, the provider may determine an allowance of
depreciation based on actual asset cost. The operating
costs to which the percent is applied are the lower
of the institution's 1965 operating costs or current
year's allowable costs. These costs must be reduced
by actual depreciation and estimated depreciation on
rented depreciable-type assets. The percent to be used
is 5% beginning with the year 1966-67, and is reduced
by 1 /2% each year until 1976-77 when it becomes 0.
This allowance is in addition to the depreciation on
assets acquired after 1965. The provider may switch
from the percentage allowance to depreciation based
on cost at any time, providing of course there are
adequate cost records to support the change.
In view of the foregoing, certain comments may be
made. Accelerated depreciation results in greater depreciation in the earlier years the Medicare program
is in effect. There is a strong possibility that patient
care services to Medicare recipients will increase in
future years resulting, in the long run, in greater reimbursement to provider institutions from use of
straightline depreciation at the start of the program
than from accelerated methods. However, at the point
when it appears that Medicare patient costs as a percent of total costs have reached a relatively constant
level, the provider should consider switching to an
accelerated method on new asset acquisitions.
Even though the provider has recorded and identified, by department, the actual cost of assets acquired
prior to 1966, it may still use the percentage method
for determining the depreciation allowance. The institution should first have an appraisal of these assets

to determine costs, assuming these costs are not
known. Second, the institution should:
1. Calculate the allowance under the percentage
method.
2. Distribute the allowance to department.
3. Determine the portion of the allowance reimbursable from Medicare.
4. Calculate depreciation based.on actual cost.
5. Distribute the depreciation to department.
6. Determine the portion of depreciation reimbursable from Medicare.
7. Determine which method results in the greatest
amount of reimbursement.
It should be noted, however, that once the provider
used actual depreciation on assets acquired prior to
1966, it cannot use the percentage method again.
Exhibit I illustrates the calculation.

EXHIBIT I
Operating costs for 1965
$1,000,000
Depreciation taken in
1965
50,000
Operating costs for 1965
excluding depreciation
Current year's allowable
cost
$1,200,000
Depreciation taken in
current year on assets
acquired after 1965
20,000
Current year's allowable
cost excluding
depreciation
Percent for determining the
allowance
Allowance (5% of $950,000) ..
Depreciation based on
actual cost

$ 950,000

$1,180,000

$

5%
47,500

$

60,000

Distribution of Depreciation
Allowance
Department

In-patient
Nursery
Maternity
Operating room
Delivery room ...
X-Ray
Pharmacy
Laboratory
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Sq.
feet %

70%
1%
2%
10%
1%
4%
2%
10%
100%

Actual
Amount

$33,250
475
950
4,750
475
1,900
950
4,750
$47,500

Specific
to dept.

$15,000
4,000
4,000
3,000
3,000
25,000
2,000
4,000
$60,000

Percent
Medicare

30%
0%
0%
40%
0%
20%
30%
30%

Reimbi jrsement
Allowance

Actual

$ 9,975

$ 4,500

—
—

—
—

1,900

1,200

—
380
285
1,425
$13,965

—
5,000
600
1,200
$12,500
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COST FINDING OPTIONS

John Brockschlager is a
senior consultant in the Milwaukee Office, where he
directed the installation of a cost finding system which satisfies Medicare requirements for the Sheboygan Memorial Hospital. During this engagement he conferred closely with Blue
Cross officials about options available to provider institutions
... this article covers options as these officials currently understand them.
A graduate of the University of Notre Dame with a Bachelor
of Philosophy in Accounting, he is a member of the American
Institute of CPA's, the Wisconsin Society of CPA's, and the
Budget Executives Institute.

The "principles of reimbursement" allow the
provider to take depreciation on assets fully depreciated on the books so long as the assets are still in
use. In addition, the provider can revaluate the lives
of assets.
The principles also allow depreciation on donated assets and assets financed by Hill-Burton or
other Federal or Public funds.
For purposes of illustration, depreciation was distributed to revenue producing departments only; in
actual practice it would be distributed to all departments and then redistributed from non-revenue to
revenue producing departments.
The Exhibit demonstrates that even though depreciation based on cost is greater than that computed
using the percentage allowance, greater reimbursement can result from using the percentage allowance.
The $20,000 current year's depreciation would be
distributed in like manner under either method used.

Another option involves the method of cost finding,
i.e., the method of allocation of costs of non-revenue
producing departments to each other and to revenue
producing departments. The "principles of reimbursement" require that financial and statistical data must
be recorded in such a way as to provide reasonable
allocation of costs. The principles require the use of
the Step-Down method, the Double-Apportionment
method or a more sophisticated method of cost finding. The provider may select any one of these methods for the first reporting period. Thereafter, the provider must obtain approval to switch from one method
to another.
The Step-Down method results in the distribution
of costs of non-revenue producing centers to other
non-revenue producing centers and to revenue producing centers which they serve. This distribution is
done in the order of greatest number of other centers
served. Once a center has been distributed, no other
costs are distributed to that center. Ultimately all nonrevenue producing centers are distributed to revenue
producing centers. Exhibit II is a simplified illustration of the Step-Down method.
The Double-Apportionment method works essentially the same way as the Step-Down method except
that more costs can be distributed to centers after
the initial distribution of that center. Exhibit III is a
simplified illustration of the Double-Apportionment
method.
For the first reporting period, the provider may
choose the method which results in the greates reimbursement of cost. In order to determine which method
provides the greatest reimbursement, the resulting cost
allocations must be apportioned between Medicare
and non-Medicare patients.

ILLUSTRATION OF DOUBLE-APPORTIONMENT

Department

Administration
Employee Health & Welfare
Maintenance of plant
Housekeeping
Operating room
Laboratory
Routine patient care
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METHOD OF COST FINDING

Allowable
costs

Administration
(accumulated
cost)

$ 80,000
25,000
30,000
20,000
20,000
25,000
300,000
$500,000

$ 4,800
5,600
4,000
4,000
4,800
56,800
$80,000

Employee Health
& Welfare
(payroll dollars)

$ 2,000

—
2,000
4,000
1,000
2,800
18,000
$29,800
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EXHIBIT II
ILLUSTRATION OF STEP-DOWN METHOD OF COST FINDING
Department

Administration
Employee Health & Welfare
Maintenance of plant
Housekeeping
Operating room
Laboratory
Routine patient care

Allowable
costs

Administration
(accumulated
cost)

Employee Health
& Welfare
(payroll dollars)

Maintenance
of plant
(square feet)

$ 80,000
25,000
30,000
20,000
20,000
25,000
300,000
$500,000

$ 4,800
5,600
4,000
4,000
4,800
56,800
$80,000

$ 3,000
5,000
1,000
6,800
14,000
$29,800

$ 3,600
3,000
12,000
20,000
$38,600

Housekeeping
(hours of
service)

$ 2,600
8,000
22,000
$32,600

Total

$ 30,600
56,600
412,800
$500,000

EXHIBIT III
SIMPLIFIED DOUBLE-APPORTIONMENT METHOD
Administration
(accumulated
cost)

Maintenance
of plant
(square feet)

Housekeeping
(hours of
service)

$ 2,000
1,000

$ 1,300
1,000
2,000

$

2,300
2,000
23,000
$31,600

320
370
4,570
$5,300

3,600
3,000
2,000
26,000
$37,600

Employee Health
& Welfare
(payroll dollars)

20
20

COST APPORTIONMENT OPTIONS
The provider has the option of using the Departmental Method or the Combination Method to achieve
this apportionment.
The Departmental Method apportions costs to Medicare patients on the basis of the ratio of Medicare
charges to total patient charges of each revenue producing

department.

Exhibit

IV illustrates the pro-

cedure and the resulting reimbursement under each
method of cost finding.
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$ 100
100
300
400
1,120
$2,020

Maintenance
of plant
(square feet)

$ 100
150
150
1,720
$2,120

Housekeeping
(hours of
service)

$ 30
20
150
$200

Total

$ 31,100
37,540
431,360
$500,000

The Combination Method apportions the cost of
routine services to Medicare patients on the basis of
the average per diem cost of these services for all
patients. The cost of ancillary services is apportioned
to Medicare patients on the basis of the ratio of
Medicare patient charges for these services to total
patient charges for these services. Exhibit V illustrates the procedure and the resulting reimbursement
under both the Step-Down and Double-Apportionment
methods of cost finding. Exhibit VI summarizes reimbursement under various options.
THE QUARTERLY

The above methods of cost apportionment assume
that the provider has used acceptable cost finding
methods for cost allocation. If the provider is unable
to use the Step-Down method or Double-Apportionment method of cost finding, the fiscal intermediary will
estimate the apportionment of cost between routine
services and ancillary services. The provider must
then use the Combination Method to apportion costs
to Medicare patients. The estimated allocation method
is allowed for cost reporting periods falling between
July 1, 1966 and July 1, 1968.
For the first reporting period (or the first two reporting periods for providers whose fiscal year ends

prior to January 1, 1967) the provider has the option
of using any combination of cost finding methods and
apportionment methods which results in the greatest
reimbursement. However, thereafter a request for
change to another method must be made to the intermediary before the end of the first month of the
reporting period in which the change takes place.
Consequently, the reporting periods falling between
July 1, 1966 and January 1, 1968 are the only ones in
which the provider can calculate the reimbursement
under all options and select the most advantageous
Thereafter, the provider will have to forecast the
results of a change in method.

EXHIBIT IV

ILLUSTRATION OF DEPARTMENTAL METHOD OF APPORTIONMENT
Cost Determined by Step-Down Method (See Exhibit II)

Operating room
Laboratory
Routine patient care

Medicare
Inpatient
charges

Total
Inpatient
charges

$ 14,000
18,000
120,000
$152,000

$ 40,000
45,000
400,000
$485,000

Cost Determined by Double-Apportionment
Operating room
Laboratory
Routine patient care

Total
allowable
cost

Medicare
reimbursable
cost

35%
40
30

$ 30,600
56,600
412,800
$500,000

$ 10,710
22,640
123,840
$157,190

35%
40
30

$ 31,100
37,540
431,360
$500,000

$ 10,885
15,016
129,940

Ratio

Method (See Exhibit III)

$ 14,000
18,000
120,000
$152,000

$ 40,000
45,000
400,000
$485,000

$155,841

EXHIBIT V

ILLUSTRATION OF COMBINATION METHOD OF APPORTIONMENT
Total inpatient days
Total Medicare patient days

21,000
6,300

Cost Determined by Step-Down Method (See Exhibit II)
Reimbursable
cost

Total routine service costs
Total inpatient days
Cost per patient day
Medicare patient days
Total allowable ancillary costs..
Ratio
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$412,800
-^21,000
19.66
x
6,300
$ 87,200
x
37.6%

Total charges—ancillary service
Medicare charges—ancillary service
Ratio

Cost Determined by Double-Apportionment
(See Exhibit III)
Total allowable routine
service costs
Total inpatient days
Cost per patient days

$123,858

Medicare patient days
Total allowable ancillary costs

32,787
$156,645

Ratio

$431,360
-^21,000
20.54
x
6,300
$ 68,640
x
37.6%

$85,000
$32,000
37.6%

Method

$129,402

25,809
$155,211
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EXHIBIT VI
SUMMARY OF REIMBURSEMENTS USING
VARIOUS OPTIONS
Departmental Ratio of Charges to Costs:
Step-Down method
$157,190
Double-Apportionment method
155,841
Combination method:
Step-Down method
156,645
Double-Apportionment method
155,211

fiscal year the accounts must be as fairly stated (including accruals and adjustments) as at the end of
the fiscal period. Once a reporting period is selected,
however, it cannot be changed. The selection of the
reporting period can be critical if the provider elects
to Use the 5% allowance in lieu of depreciation based
on cost for assets acquired prior to 1966. If the provider so elects, the first reporting period must cover
the first twelve month period during which the Medi-

REPORTING PERIOD OPTION
One further option available to the provider is the
selection of the reporting period. The reporting period
need not coincide with the provider's accounting period. The first reporting period may cover less than
twelve months but not less than six months. If the
provider selects a reporting period other than its

care program is in effect in order to receive the
maximum amount of depreciation. This means that
the first reporting period must be July 1, 1966 to June
30, 1967. The following example illustrates the effect
on the depreciation allowance of using less than
twelve months for the first reporting period:

Assume: Annual allowable costs on which the percent allowance is calculated are $2,000,000.

Allowance

5
4V2
4
3V2
3
21/2

2
iy 2
1
y2

Period ending
12/31

Allowance

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975

$ 50,000
90,000
80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000

Allowance

5
4V2
4
3V2
3
21/2

2
IV2
1
1

/2

$500,000

Of course the amount of "lost" reimbursement depends upon the ratio of Medicare patient charges to
total patient charges. However, no matter what the
ratio is, the total reimbursement will be less if the
first reporting period does not cover the twelve month
period, July 1, 1966 to June 30, 1967. It is interesting
to note that the loss begins in the first reporting
period when most providers will use the percent allowance option because their asset records are not adequate enough to support depreciation based on cost.
Once the provider switches to depreciation based on
cost it will no longer suffer the effects of the first
reporting period being less than twelve months.
The foregoing are some of the options available to
providers in determining reimbursement from the
20

Period ending
6/30

1967
1968
1969
1970
1971
1972
1973
1974
1975
1976

$100,000
90,000
80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000
$550,000

Medicare program. Many of them may be used for
maximum benefit only for the reporting periods falling between July 1, 1966 and January 1, 1968. In
order to obtain maximum reimbursement, providers
must be aware of these options and make judicious
use of them.
References:
"Health Insurance for the Aged, Principles of Reimbursement for Provider Costs," U.S. Department of
Health, Educationi, and Welfare, Social Security Administration, HIM-5 (5-66).
"Wisconsin Blue Cross Medicare Provider Reimbursement, Principles of Reimbursement for Provider
Cost Under Public Law 89-97" (May 2, 1966).
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Barents qf ^Touctip, cRoss man
tipnpted by University qfl^ebiask§

Mr. and Mrs. Hubert C. Ostdiek were honored by the
University of Nebraska in January for the encouragement and aid which enabled 12 of their sons and daughters to qualify for degrees at the University. Standing
next to Mr. and Mrs. Ostdiek is son Alfred, manager in

More TRB&S

people pass CPA

CLEVELAND
E. Wendell Breland, Jr.
James B. Dwyer, III
Alfred H. Dykes
Richard H. Norris
Raymond F. Pletcher
DALLAS
Robert Bourgeois
John Hinds
DAYTON
Charles L. Rogers
Harry C. Van Matre
DETROIT
Ronald D. Bassey
Thomas W. Cross
Ralph G. Gellatly
Sara Johnson
Thomas V. Larabell
William J. Lubaway
Curtis X. Miel
James F. Reed

FRESNO
Zeki Abaci
Louis Barbich
Dee Rowe
KANSAS CITY
Leroy D. Williams
NEWARK
Peter Goldweber
NEW ORLEANS
Edgar J. Dillard
NEW YORK
Bruce S. Botwin
Stuart Gollin
Harvey E. Greif
Eric W. Gustafson
Ira Hefter
Theodore Shapiro
PHILADELPHIA
Frank C. Campbell
John Hone
Edward McCauley

our Dallas office. Glen Ostdiek, (not present), was formerly a TRB&S manager in Chicago. At the banquet the
Chancellor of the University said that the average grade
for all 12 graduates would be between an " A " and a " B " .

Exam
PITTSBURGH
James R. Allen
Joseph M. Hatalla
Robert H. Williams
Roland M. Wurthner
SAN DIEGO
Clark L. Sarchet
Richard D. Engelberg
SEATTLE
John Fedor
C. Larry Walker
ST. LOUIS
Patrick E. Carmody
Danny J. Morawitz
ST. PAUL
Martin J. Beckman
Karen S. Champlin
Albert (Bill) Moore
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"ffie 'Winners!t

Raymond E. Perry shows his prize winning article from the Journal of Accountancy to Richard G. Schuma.
Frederic L. Blank is congratulated by Victor H. Brown, partner-incharge, New York.
We are pleased to announce the winners in our 1966
Competition of Published Articles.
Writing, an important part of professional development
broadens the author's scope and knowledge and gives him
an opportunity to display his technical competence. The
purpose of this competition is to encourage our people in
this activity. It is a very rewarding discipline.
The 1967 Competition for Published Articles is open to
all members of the TRB&S professional staff. To qualify
an article must have been placed in THE Q U A R T E R L Y
or appeared in an outside publication between Sept. 1,
1966 and Aug. 3 1 , 1967. Prizes will be awarded on the
basis of timeliness, style, technical knowledge and public relations value. Deadline for the next judging is August 31st
The winners will be announced in the December issue
of THE Q U A R T E R L Y .
Articles appearing in THE Q U A R T E R L Y will automatically be included in the judging, but it will be the responsibility of the author to submit his article if it is published
elsewhere. Entries should be submitted as they are published through the year.

1966 Competition

1st cPtize

for Published

Articles

2ld <j>rize

3rd cprize
(2-way tie)

Raymond E. Perry
Chicago

Frederic L. Blank
New York

Mary J. McCann
Kansas City

"Comprehensive income Tax
Allocation"

"The Not-So-Obsolete Problem
of Inventory
ObsolescenceDetermination and Accounting"

"Stock Redemptions in Closely-Held
Corporations"

Journal of Accountancy, February, 1966

The Quarterly, June, 1966

New York CPA, January, 1966

Thomas J. Niemann
St. Louis
"The Discount Industry Today"
The Quarterly, March, 1966

John D. Crouch, partner-in-charge of the Kansas City Office,
presents check to Mary J. McCann.

Thomas J. Niemann
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^Te J^ew Goi\solidated
c
I^eturn cj^egulatioqs
by Bernard M. Mulvey

In an effort to simplify and clarify the tortuous provisions of the old regulations governing the filing of
consolidated returns, the Treasury has issued new final
regulations which concomitantly include a number of
important substantive innovations. These provisions
apply to all taxable years beginning after December 31,
1965. However, taxpayers required to file consolidated
returns for years beginning after 1965 have been
granted automatic permission to file separate returns
for the first year to which the new regulations apply,
if they so desire. Thus, the importance of the changes
cannot be overemphasized, either for those groups
already filing consolidated returns or for those groups
which may be contemplating doing so in the future. In
this article, the first of two, the author will highlight
some of the more significant aspects of the new regulations, including in his discussion some suggestions for
possible tax planning.
Intercompany

Transactions

A radical change in the revised regulations 1 concerns
the treatment of intercompany transactions. An inter24

company transaction is defined as a transaction occurring during a consolidated return year between
corporations which are members of the same group
immediately after such transaction. While this definition
appears to be all-embracing, the regulations specifically
exclude from their purview such items as distributions
with respect to stock between members of the affiliated
group, or contributions to capital on which no gain is
realized. For example: dividend distributions, redemptions and liquidations would not constitute intercompany transactions.
To fully understand the impact of the new provisions,
we need to distinguish between two types of intercompany transactions: 1) "deferred intercompany transactions," and 2) all other types of intercompany
transactions. The term "deferred intercompany transaction" is defined as the sale or exchange of property,
the performance of services, or any other payment by
one affiliated corporation to another during a consolidated return year, where the amount of the expenditure
is required to be capitalized (e.g., a builder's fee, or
interest which is included in the basis of property). On
THE QUARTERLY

the other hand, the category of non-deferred intercompany transactions includes such items as interest,
rent, and royalty payments. If a particular dealing
between member corporations falls within the first category, new deferred accounting principles will come into
play. If it falls within the second category the new
regulations require the paying corporation to deduct
and the receiving corporation to include the amounts
in question currently, depending upon their respective
accounting methods.2

eliminated, but is to be held in suspense, to be reported
at a later date upon the happening of certain specified
events. Generally, these events concern the sale of
property outside the group, or the depreciation, amortization or depletion of property acquired in the deferred intercompany transaction by another member
of the group. Additionally, if the selling member or the
member which owns the property ceases to be a member of the group, the deferred gain or loss will then
have to be taken into account.

Let us examine more closely the treatment prescribed
for the "deferred intercompany transaction," as this is
the area which, no doubt, will cause endless difficulties
for accounting and tax personnel. Under the old regulations, any gain or loss realized in "deferred intercompany transactions" was absolutely eliminated (if not
realized by closed transactions with outsiders by year's
end), and the basis of property transferred from one
affiliate to the other remained unchanged. In effect,
there were transactions with no immediate income tax
consequences although, of course, the affiliate effecting
a transaction at a future date with someone outside the
group had then to recognize the full gain or loss. An
inherent defect in these rules was that they enabled an
affiliated group to shift income from one member to
another to gain a tax advantage to which it was not
otherwise entitled. Additionally, in the Henry C. Beck
Builders, Inc.3 case the tax-avoidance possibilities provided became only too clear, and the need for revision
was practically mandated.

Immediate recognition of previously deferred profits
or losses from intercompany transactions may also
result from deconsolidation (the filing of separate returns after consolidated returns have been filed previously), the intent of the law in this area being to deter
a one-shot consolidation to affect non-taxable shifts of
assets. Thus, if at the time of deconsolidation, consolidated returns have been filed by the group for fewer
than three consecutive taxable years immediately preceding the separate return year, all remaining deferred
income will be taxable in the first separate return year.
For all other groups, any deferred profits or losses with
respect to non-inventory items will be reported as if the
group was continuing to file consolidated returns. On
the other hand, deferred profits and losses on inventory
will, in all cases, be immediately recognized upon
deconsolidation.

In the Beck Builders case, the parent corporation
formed a subsidiary and constructed a building which
it sold to the subsidiary at a profit. This profit was
eliminated in the consolidated return year as an intercompany transaction. In a subsequent year, the stock
of the subsidiary was sold to a non-related buyer who
proceeded to liquidate it under I.R.C. S 334(b)(2), with
the result that the basis of the building to the purchaser
became the cost of the subsidiary's stock. The Internal
Revenue Service was unsuccessful in an attempt to tax
the parent on the previously eliminated profit in the
year it sold the subsidiary's stock, the court finding no
authority for the Service's contention.
To cure these inherent defects, the treatment provided for "deferred intercompany transactions" under
the new regulations is deferral of gain or loss, rather
than its elimination. Accordingly, if an asset is sold by
one member of the group to another in a consolidated
return year the seller's gain or loss will no longer be
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(In effect, it appears that this provision operates to
penalize an affiliated group that seeks to break the
consolidation for a valid business reason. It would
seem that the Commissioner has sufficient authority
under his discretionary powers to discourage any tax
abuses in this area. [Under the new regulations he has
to give his approval in the first instance before deconsolidation can be effectuated.] In addition, if the Commissioner grants blanket permission to deconsolidate
because of an adverse change in applicable tax law, it
is unfair to require corporations under such circumstances to pay in effect, a penalty if they take advantage
of the election.)
The character and source of deferred gain or loss is
determined at the time of the "deferred intercompany
transaction" as if such transaction had not occurred in
a consolidated return year. An exception lies in the
case of gain or loss required to be taken into account
by the seller as a result of depreciation, amortization, or
depletion of transferred property taken by the buyer.
Such deferred gain or loss is to be reported by the
seller as ordinary income or loss at the same rate as
25

At the beginning of the following year, Corporation B
sells the machine to individual X for $130. As of this
date, Corporation A must take into account the remaining balance of the deferred gain (or $48) since
the machine has been disposed of outside the group.
This $48 retains its identity as ordinary income.
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moved to the Los Angeles tax department. A native of New
York City, he received his BS degree from New York University and an LLB from St. John's. He is presently completing
his requirements for an LLM. He is the author of numerous
articles on taxation, the most recent of which appeared in
Taxes and in the New York Law Journal.

the property is depreciated, amortized, or depleted.
Unlike the case under the old rules, the purchasing
member's basis is its own cost of acquisition and, in
determining the holding period for which it has held the
property, the period such property was held by the
selling member is not included. In effect, therefore, the
result of the changes is that deferred income ultimately
realized when property transferred in an intercompany
transaction is disposed of outside the group (or used
in its operations) is reported by the party that earned
it.
The above principles can best be illustrated by the
following example: At the beginning of the consolidated
taxable year Corporation A (a machinery manufacturer)
sells to affiliated Corporation B a machine that cost
$50, for its fair market value of $110. Assuming a useful
life of five years, using the straight line method of
depreciation, and a salvage value of $10, B would be
entitled to a depreciation deduction of $20 for the first
year. Corporation A, in turn, must report $12 as ordinary
income for the same period. This amount is arrived at
by taking the amount of deferred gain ($60) and multiplying it by a fraction, the numerator being the amount
of depreciation allowed for the year ($20) and the denominator being the depreciable basis (cost minus salvage value) to the buyer (in this case, $100). Mathematically it would look like this:
deferred gain x

depreciation allowed for year
depreciable basis
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Elaborate bookkeeping will be required to implement the new provisions. The regulations 4 now specifically provide that the amount of deferred gain or loss
must be reflected on permanent records (including
work papers). From such permanent records the group
must be able to identify the character and source of
the deferred gain or loss to the selling member and
must be able to apply the deferred reporting rules.
Depending upon the frequency and type of transfers,
this could be a massive and expensive undertaking.
However, a group may avoid the above cumbersome record keeping requirement by electing, 5 with
the consent of the Commissioner, to report deferred
gains and losses currently. The application for such
consent must be filed with the Commissioner on or
before the due date of the consolidated return (not
including extensions of time) for the taxable year to
which the election is to apply. It will govern all members of the group for the consolidated return year for
which made and all subsequent consolidated return
years ending prior to the first year for which the group
does not file a consolidated return. Since such an election is irrevocable (unless consent is secured from the
Commissioner to revoke), care should be exercised
before the election is made.
Of what tax importance are these new rules? Since
consolidated returns are being filed, isn't the attribution of gains (or losses), to one member rather than
another, an exercise in futility? The answer is No! In
addition to the tax avoidance device illustrated by the
Beck case, the ability of one member of an affiliated
group to shift income to another without incurring tax
liability bestowed many other benefits on corporations
electing to file consolidated returns. This was especially true in areas where certain deductions and credits
depended solely upon the taxable incomes of the
individual corporations. For example, the limitation on
the foreign tax credit, 6 the deduction for net operating loss carry-overs from certain return years7 as well
as the Western Hemisphere deduction 8 all turn upon
the computation of the taxable income of a particular
member of the group.
That the new intercompany transaction regulations
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substantially curtail many of the benefits formerly
enjoyed by affiliated groups filing consolidated returns
cannot be denied. In this connection, note Regulation 8
1.1502-3(a)(2) which provides that there shall be no
investment credit with respect to the gain or loss
realized in intercompany transactions, whether or not
such gain or loss is deferred. Referring back to the
example given above for a moment where Corporation A sold machinery with a basis of $50 to Corporation B for $110 (but assuming that the machinery had
a useful life of eight rather than five years), B would
be eligible for a credit of only $3.50 ($50 x 7%), since
the deferred intercompany profit would be ignored for
purposes of this computation. This could result in a
substantial loss in tax benefits if a manufacturing
member of the group should make frequent sales of
qualified investment credit property to member corporations.
Numbered among other disadvantages is the fact
that the selling member in a "deferred intercompany
transaction" may not report gain on the installment
method under S. 453. However, if properly acquired in
a deferred intercompany transaction is disposed of
outside the group, and the purchasing member-vendor
reports its income on the installment method, then on
each date on which the purchasing member-vendor
receives an installment payment the selling member
must take into account an amount equal to the deferred gain or loss attributable to such property (after
taking into account any prior reductions) multiplied by
a fraction, the numerator being the installment payment received, and the denominator being the total
contract price.
It should be noted that S. 482 will probably come into
play in the audit of any consolidated return containing
a great many intercompany transactions if there is any
question as to whether said transactions were priced
at fair-market value. Tax personnel must be prepared
to defend on this issue upon an examination.
All is not black, however. If we said that the changes
make filing consolidated returns completely uninviting
where member corporations engage in frequent intercompany transactions, we would not be painting an accurate picture. After all, by filing consolidated returns
the tax burden on such transactions is still being deferred into the future. In addition, the regulations provide that in determining the amount of deferred gain or
loss, the cost of property, services, or any other expenditure shall include only direct and indirect costs.9 ApMARCH, 1967

parently, therefore, general, administrative and selling
expenses may still de deducted currently to offset other
types of current income.
Another overlooked attraction of the deferred accounting provisions exists with respect to installment receivables. Under the new rules a member of an electing
affiliated group can transfer installment receivables to
another member without accelerating the reporting of
the balance of the installment gain. Instead, such gain
will be triggered off pro rata as the obligations are satisfied. 10 For those groups of corporations which utilize
a finance subsidiary, this may prove an effective means
of transferring installment receivables without the incurring of immediate tax consequences.
Consolidated Net Operating Loss Deduction
Probably no single area of the consolidated return
regulations has been given as much attention in tax
planning as the net-operating loss deduction. The planning aspects come into play principally on two distinct
occasions: 1) where an affiliated group of corporations
which have been filing separately for a period of years
now decide to file a consolidated return; and 2) where
a profitable corporation acquires a loss corporation (or
vice versa). Relevant provisions of the new regulations
cannot help but have a substantial effect on both planning situations.
Let us look at some of the rules governing the first
situation. Prior to 1965, if a corporation sustained a loss
in a year in which a separate return was filed and then
subsequently joined in a consolidated return with affiliated corporations, such loss could not be used to offset
consolidated taxable income contributed by other members of the consolidated group, 11 i.e., the loss arising
from the separate return year could only be used to
reduce the consolidated taxable income attributed to
the former separate loss corporation. Accordingly, if a
member of an affiliated group of corporations filing
separate returns possessed a net-operating loss carryover and a loss position for it was predicted indefinitely
into the future, little benefit from the carry-over would
be derived from a decision to file a consolidated return.
In effect, a penalty was imposed on the affiliated group
for not filing a consolidated return in prior years.
In April, 1965, Treasury Decision 6813 was issued,
liberalizing the above rules on an interim basis. In an
apparent attempt to encourage the filing of consolidated returns, it permitted pre-consolidated losses to
be carried over and used to offset the consolidated tax27

able income of the other members of the affiliated group
provided said losses arose in a year in which for each
day the loss corporation was a member of the affiliated
group. The new amendments 12 have partially incorporated this liberalization by imposing no limitation at all
on carry-backs or carry-overs from a separate return
year unless the year in question falls within the confines
of a new definition, "a separate return limitation year."

and C from enjoying the benefits of a future multiple
surtax exemption for five years).14 If, on the other hand,
A continues to experience losses in 1967 and 1968 (and
a loss is predicted indefinitely) a retroactive revocation
of the election under Section 1562 can be made, enabling A, B and C to file a consolidated return without
losing the right to use A's prior losses to offset the
taxable income of B and C.15

A "separate return limitation year" is defined as any
year for which a separate return was filed by a member of the group. However, this term does not include
a separate return year of a member which is the common parent of the group or was a member of the group
for each day of the taxable year for which the separate
return was filed, provided that an election under S. 1562
to claim multiple surtax exemptions was not effective
for such year. An election for a fiscal year beginning in
1963 and ending in 1964 will be disregarded. 13

In the case of a net-operating loss by a member of
the group arising in a "separate return limitation year,"
the amount of the loss which may be carried over or
back to a consolidated return year of the group is limited by a formula. 16 In computing the limitation, the first
step is to take the consolidated taxable income of the
group as a whole (computed without regard to the consolidated net operating loss deduction) and subtract the
consolidated taxable income of the group recomputed
by excluding the items of income and deductions of
the particular member. The difference is the amount
allowable as a carry-over or carry-back for that particular member from the separate return year in question.
However, this amount must be further reduced by any
net-operating losses attributable to such member which
may be carried to the consolidated return year and
which arose in years ending prior to the particular separate return limitation year.

Let us illustrate the above principles by the use of a
common situation: Corporation A is a member of an
affiliated group consisting of corporation A, B and C,
all of which filed separate returns in 1966. A finds itself
in a loss position and such condition is expected to
continue indefinitely into the future. Conceivably A can
carry back its losses to the three prior years; even with
this flexibility a point will be reached where its losses
can no longer be used to offset taxable income. Under
such circumstances, Corporations A, B, and C might
consider filing a consolidated return in order that A's
current losses can be used to offset the taxable income
of B and C. Also under the new rules A's pre-consolidated losses may be carried over to further reduce the
incomes of B & C, provided that the two conditions
noted above are met.
If, in the above example, Corporation A's future
earnings picture was somewhat in doubt, it would be
advisable to defer a decision to file consolidated returns until the picture became clearer. Given these
circumstances, many tax advisers have been recommending a tax planning device which is worth mentioning*. Let us assume that an election under Section 1562
was effective for 1965 with respect to affiliated group
A, B and C. During 1966, A's operations resulted in a
loss and its future prospects are uncertain. The group
should continue to file separate returns for 1966. If A
should experience a recovery in 1967 or during 1968
the need for filing a consolidated return may be obviated and A would not have precipitated a termination of
the surtax exemption (this would have precluded A, B
28

The above formula appears to be complex. However,
its more salient provisions may be illustrated by the
following example: Corporation A (parent of Corporation B) on January 1, 1966 acquires Corporation C.
Corporation C has a $100,000 net operating loss carryforward. A, B and C file a consolidated return for
calendar year 1966, reflecting consolidated taxable income (without regard to any operating loss deduction)
of $125,000. The consolidated taxable income of A and
B without regard to the income and deductions of C is
$120,000. Since the years in which C incurred the
losses are "separate return limitation years," only
$5,000 ($125,000 less $120,000) of C's net operating loss
carry-forward can be utilized in 1966. The balance
($95,000) can only be used to offset C's future contribution to consolidate taxable income.
The formula used by the new regulations for determining the amount of loss carry-overs (or carry-backs)
from separate return limitation years avoids the rule
under the old regulations16A which required that consolidated taxable income be prorated to all members
contributing to consolidated taxable income without
regard to whether the members had separate loss
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carry-overs. Thus, under the old rules, the amount of
consolidated income so allocated to each affiliate which
had a separate net-operating loss carry-over constituted
the maximum extent to which such separate net-operating loss carry-over could be used in computing taxable consolidated net income. The new regulations
permit a member to utilize its carry-overs (and carrybacks) from separate return limitation years to the
extent of its separate taxable income or consolidated
taxable income, whichever is the lesser.
Let us now turn to the second situation: that is,
where a profitable corporation is acquiring a loss corporation. The long standing rule has been that preaffiliation losses of a new subsidiary can be used to
offset only that part of post-affiliation income which is
attributable to the new subsidiary. In addition, anyone
contemplating the purchase of a loss corporation
should also carefully consider the effect of I.R.C. S.
382(a), and the new consolidated rules pertaining thereto.17 Section 382(a) provides for the complete disallowance of the net operating loss carryover of a corporation if: 1) At the end of the taxable year its ten
principal shareholders own a percentage of the total
fair market value of the outstanding stock of the corporation which is at least 50 percentage points more than
such persons owned at the beginning of the same or
prior taxable year; 2) the increase is due to a purchase
from unrelated persons or a decrease in the amount of
stock outstanding; and 3) the corporation has ceased
to carry on substantially the same business as before
within the two year period starting with the first increase in ownership.
The new consolidated return regulations have further
strengthened these rules by providing that if at the end
of a taxable year (consolidated or separate) there is a
change of ownership of the stock of the common parent
of a group (within the meaning of (1) and (2) above) and
any corporation in the group fails to continue to carry
on a trade or business substantially the same as that
conducted before the change wtihin the requisite two
year period, then no portion of any consolidated net
operating loss sustained in prior years attributable to
such member will be allowed as a carryover to such
taxable year or to any subsequent taxable year.
The following example should illustrate the drastic
impact of this new provision: Corporations P, S, and T
file a consolidated return for the calendar year 1968,
reflecting a consolidated net operating loss attributable
in part to each member. P owns 100% of the stock of
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both S and T. On January 1, 1969 A purchases 60% of
P's stock. Later on during the same year, T's business
is discontinued. Since there has been the requisite
increase by A in stock ownership of P (the common
parent), coupled with T's discontinuance of business,
the portion of the 1968 consolidated loss attributed to T
is not allowable in 1969 or in any subsequent years.
The inequity of this extension of Section 382 is readily apparent. If there should be the requisite ownership
change in a parent corporation with one hundred subsidiaries, and one such subsidiary should go sour within
two years of the change, the group is penalized by the
denial of the subsidiary's losses unless it continues to
operate it at a loss for more than two years. The result
seems ludicrous. A more equitable approach would be
to base the change-of-business concept of Section
382(a) on a consolidated group basis rather than on a
company-by-company basis.
In an attempt to limit the practice of acquiring a loss
group for the purpose of utilizing its carry-overs to
offset the earnings of a profitable corporation, 18 the
Treasury introduced another new concept, "the consolidated return change of ownership." 19
A consolidated return change of ownership occurs
under the following conditions: 1) At the end of the
taxable year, the ten principal shareholders of the common parent corporation own a percentage of the total
fair market value of the outstanding stock of said corporation which is more than 50 percentage points
greater than such persons owned at the beginning of
that or the preceding taxable year, and 2) the increase
is due to either a purchase or redemption. Should the
group be subject to such a consolidated change in
ownership, then certain carry-over items (including
capital losses, foreign tax credit, and investment credit,
as well as the net-operating loss deduction) will be
limited, in effect, to the amount that would be allowable
if the group consisted only of old members.20
If, as a result of a consolidated return change of
ownership in the parent of an existing affiliated group,
a previously unaffiliated corporation emerges as the
new common parent of such group, an even more
severe penalty results. The previous affiliation of the
old members is ignored and the taxable years of the
old members prior to the advent of the new common
parent are treated as separate return limitation years
even though the old members remain affiliated (under
a common parent).
(It should be noted that while this concept is similar
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in nature to that encompassed in S. 382(a), it will take
effect irrespective of any change in the business of
either common parent or subsidiary).
Last but not least, taxpayers contemplating the acquisition of a loss corporation should bear in mind
S. 269 which the Service has used with some success
to deny carry-overs and other tax benefits upon a determination that the principal motivation for the acquisition
was evasion or avoidance of tax.
Built-in

Deductions

year" rule. Moreover, this built-in deduction limitation
will not be applicable at all if 1) the corporation became
a member of the group more than ten years before the
first day of the taxable year, 2) the aggregate adjusted
basis of the corporation's assets (other than cash or
good will), immediately before it became a member,
did not exceed the fair market value of such assets by
more than 15%, or 3) the Corporation became a member before October 1, 1965. (In the event that the third
description applies, certain limitations imposed by the
old regulations are applicable.)
It goes without saying that before any acquisition is
made outside the group, those rules should be carefully
studied. If, at the time of acquisition, the 15% exception is not applicable, it will be necessary to segregate
those assets of the acquired corporation which meet
the definition of "built-in deductions," so that subsequently these deductions and losses may be taken only
against the income of the corporation.
However, it is important to note that this section will
also work to limit those deductions and losses which
are accrued in a post-affiliation year if separate returns
are filed and a multiple surtax election is made.23 Of
course, if it becomes important tax-wise to save the
deductions, the multiple surtax election may be revoked
within three years. If not, the same segregation problem will exist as reported above.

The new regulations 21 expand upon the old. 22 They
restrict the use of "built-in deductions" of subsidiaries
as an offset against consolidated taxable income attributable to other member of the group. The term
"built-in deductions" is defined as those deductions
or losses of a corporation which are "economically
accrued" in a separate return limitation year. "Built-in
deductions" do not include deductions or losses incurred both economically and tax-wise in a year which
is not a separate return limitation year, including those
deductions and losses incurred in rehabilitating corporation.
To illustrate the above, let us analyze the following
example:
Assume P is the common parent of a group filing
consolidated returns on the basis of a calendar year
and that P purchases all the stock of S on December 31, 1966. Assume further that on December 31,
1966, S owns a capital asset with an adjusted basis of
$100 and a fair market value of $50. If the group files a
consolidated return for 1967, and S sells the asset for
$30, $50 of the $70 loss is treated as a "built-in deduction," since it was economically accrued in a "separate
return limitation year.' If S sells the asset for $80 instead of $30, the $20 loss is treated as a "built-in deduction." On the other hand, if such asset is a
depreciable asset and is not sold by S, depreciation
deductions attributable to the $50 difference between
basis and fair market value are treated as "built-in
deductions."

Under the old regulations,24 the opening inventory of
each member of an affiliated group (for the first consolidated return year after separate return years) had to
be reduced by the amount of intercompany profits
included therein. Conversely, if the inventory reflected
intercompany losses, it would be increased accordingly.
It has been argued that were it not for this adjustment,
the effect of shifting from separate to consolidated
returns would be to reduce taxable income for the first
consolidated return year because of the elimination (or
now, the deferral) of profits on intercompany sales.

These deductions are not completely disallowed by
the regulations but are governed by the rules relating
to pre-acquisition losses of a corporation; i.e., they
can be deducted only from that portion of the postaffiliation consolidated group income that is attributable
to the new subsidiary. If, as a result of applying this
limitation, .the built-in deduction is not allowable in the
consolidated return year, it is available for carry-back
or carry-over, subject to the "separate return limitation

To illustrate the workings of this adjustment, assume
P and S filed separate returns for calendar year 1962.
At the end of 1962, S purchased from P certain inventory items in respect of which P made a $1000 profit.
P included this profit in income in 1962. If P and S filed
a consolidated return for 1963, S's opening inventory
would have to be reduced by this $1000 intercompany
profit. Obviously, a double taxation situation was
created.
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Inventory Adjustments
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Thereafter, a compensating adjustment was made to
the corporation's opening inventory at the time separate
returns were filed. 25 This was subject, however, to
certain limitations. Thus, the opening inventory of the
first separate return year would be increased by the
amount of profits reflected in the closing inventory 6f
the last consolidated return year, but limited to the
lesser of either: 1) the intercompany profits initially
eliminated for the first consolidated return year, or 2)
the intercompany profits reflected in the closing inventory for the following separate return year. (Reverse
adjustments were made for losses.)
Continuing with our example above, further assume
that P and S filed consolidated returns for 1963 and
1964. In 1965 they revert to separate returns again. At
the end of 1964, S's inventory included goods on which
P made a profit in the amount of $1500. At the end of
1965, this amount was only $300. S's opening inventory
for 1965 could only be increased by the $300 amount,
thereby resulting in a failure to recover $700 of the
original opening adjustment.
Under the new provisions,26 an opening adjustment is
still prescribed for a consolidated return year for such
pre-consolidation intercompany profits. However, it is
made by increasing the income of each selling member
by its "initial inventory amount" (i.e., its profits with
respect to goods which are, at the close of such corporation's last preceding separate return year, included
in the inventories of other members of the group). This
addition to income is made as the goods to which the
intercompany profits relate are sold outside the group.
Such amounts must be included as ordinary income.
Rules are also set forth for the recovery of this initial
inventory amount under which the taxpayer may recover the full amount and need not wait for its recovery
until separate returns are reverted to at some far-off
time in the future. To understand the provisions governing recovery during the consolidated return year period,
it will first be necessary to define still another new
term, "unrecovered inventory amount."
The term "unrecovered inventory amount" for any
consolidated year means the lesser of 1) the intercompany profit amount for such year; or 2) the initial inventory amount. To the extent that the "unrecovered
inventory amount" of a corporation for a consolidated
return year is less than such amount for its immediately
preceding year, such decrease will be treated for such
year by such corporation as an ordinary loss. To the
extent that the unrecovered inventory amount for a
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consolidated return year exceeds such amount for the
preceding year, such increase will be treated as ordinary income. In effect, then, the restoration process will
occur only if the selling member's level of intercompany
profits falls below the initial intercompany profit level.
If, thereafter, the level should increase, the income will
be increased accordingly.
To illustrate:
The last separate return year of the group was 1965.
At the close of 1965 S's inventory included goods sold
to it by P at a $100 profit. S sells these goods to an
outsider in 1966. At the close of 1966, S's inventory
included items on which P made a profit of $40. For
1966, P would increase its income by $100 (the initial
inventory amount). However, since the unrecovered
inventory amount for 1966 is only $40, $60 may be
claimed as an ordinary loss. If, at the close of 1967,
S's inventory included items on which P made a profit
of $200, P would have to restore the $60 in income.
Finally, for the first separate return year of a member
following a consolidated return year, the unrecovered
inventory amount for such consolidated return year
(minus any part of the initial inventory amount which
was not added to income previously) will be treated as
an ordinary loss. Getting back to our example, then, if
P and S file separate returns in 1968, S could claim
$100 as an ordinary loss.
A special transitional rule27 applies to members of an
affiliated group which joined in a consolidated return
for 1965 and were previously required to adjust their
inventories under the old rules. If, for taxable year 1966,
they join in a consolidated return, then each such
member who previously was required to reduce its
inventory may now adjust it in the same manner as it
would have been adjusted under the old regulations if
separate returns were being filed in 1966.
It is interesting to note that in writing the new regulations on inventory adjustments, no provision is made
for losses arising from intercompany transactions, as
there had been under the old rules. If read literally, the
opening inventory adjustment is only required where
there exist intercompany profits on inventory items at
the close of the last separate return year. In determining the initial inventory amount, will a member who has
had several transactions with other members of the
group be allowed to net intercompany losses with
gains?
It is possible to mitigate the effect of the initial inventory adjustment by keeping intercompany transactions
31

in inventory down to a minimum in the last separate
return year. This can be done by having the selling
member postpone sales to the buying member and/or
having him sell directly to third parties. In addition, buying members of the affiliated group should also try to
reduce the number of such items in inventory by concentrating on sales of same to third parties.
Methods of Accounting
Under the old regulations,28 the general rule was
set forth that all members of the affiliated group had to
adopt the same accounting method; i.e., one member of
the group could not report on the cash method while
another reported on the accrual method. (Under certain limited circumstances, the Commissioner could
grant permission for the use of different accounting
methods.) The new rules now require that the method
of accounting to be used by each member be determined as though such member filed a separate return. 29
To illustrate, assume A and B affiliated corporations
filed separately for calendar year 1965. During 1965, A
was on the accrual and B on the cash method of accounting. A and B file a consolidated return for 1966.
For 1966 and years thereafter, both corporations must
continue to compute income under their respective
methods of accounting (unless a change in method
under I.R.C. S. 446 is made).
There were two basic reasons for the change in the
rules. For one, the old provisions created a loophole
whereby a corporation which could not obtain permission to change its method of accounting could effectuate such change by filing a consolidated return, 2) and
perhaps the stronger motivation for change, was the
desire to remove a major obstacle to the filing of
consolidated returns by granting affiliated corporations
greater leeway in selecting accounting methods. In
addition, case law had held that any change in accounting methods occasioned by the consolidated return
regulations was voluntary, thereby denying the corporation the benefits of Section 481 of the Code. (This section, in general, permits a taxpayer certain pre-1954
adjustments to offset any initial additional income
occasioned by the change.)
The new regulations implicitly afford a corporation,
which previously was required to change its method of
accounting to conform to the old regulations, an opportunity to request a change back to its former, or to a
more preferable, method. What strings the Commissioner will attach to the granting of approval remains
to be seen.
32

Election to Discontinue
Consolidated Returns

Filing

The new regulations have sharply restricted the
ability of an affiliated group to switch from consolidated
to separate returns. Previously, there were two circumstances under which such a group was automatically
free to change to separate returns: 1) if a corporation
(other than a corporation created or organized, directly
or indirectly, by a member of the group) became a
member of the group during the taxable year, or 2) if
there was a change in law or regulations making
substantially less advantageous to affiliated groups as
a class the continued filing of consolidated returns,
regardless of the effective date of such amendment.30
Under the new provisions, 31 the consent of the Commissioner will have to be obtained in all cases, upon a
showing of good cause, before any shift from consolidated to separate returns can be effectuated. Ordinarily, the Commissioner will grant a specific group
permission to discontinue filing consolidated returns if
the net result of all amendments to the tax law effective
dates commencing within the taxable year has a substantial adverse effect on the consolidated tax liability
og the group for such year. Other factors specifically
listed in the regulations which the Commissioner is to
take into account in arriving at good cause determinations include:
1) changes in law or circumstances, including
changes which do not affect Federal income tax liability;
2) changes in law which are first effective in the taxable year and which result in a substantial reduction in
the consolidated net-operating loss (or consolidated
unused investment credit) for such year relative to what
the aggregate net-operating losses (or investment credits) would be if the members of the group filed separate
returns for such year; and
3) changes in the Code or regulations which are
effective prior to the taxable year but which first have
a substantial adverse effect on the filing of a consolidated return relative to the filing of separate returns
by members of the group in such year.
In addition to the above the Commissioner is also
given authority to grant blanket permission to all groups
or to a class of groups to discontinue filing consolidated returns if any provision of the Code or regulations has been amended, and such amendment is of a
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type which could have a substantial adverse effect on
the filing of consolidated returns by substantially all
such groups, relative to the filing of separate returns.
It is interesting to note that the unrestricted right of
a group to file consolidated returns, because of the
acquisition of a new corporation, not only is omitted
from the new regulations, but such an occurrence is not
even specifically listed as a factor which the Commissioner will consider in determining whether good cause
exists. Also dead and buried is another method, sometimes used to effect an automatic deconsolidation
under the old regulations, that of causing the affiliated
group to disappear through a downstream merger of
the parent»corporation into one of the subsidiaries. The
new rules now specifically provide that the group will
be considered as remaining in existence, notwithstanding the fact that the common parent is no longer in
existence, if the members of the affiliated group succeed to and become the owners of substantially all of
the assets of the former parent and there remains one
or more chains of includible corporations connected
through stock ownership with a common parent corporation which is an includible corporation and which was
a member of the group prior to the date the former
parent ceased to exist. Similarly, the common parent
will remain the common parent irrespective of a mere
change in identity, form, or place of organization.
There is some opinion that the new regulations may
in practice prove more generous to taxpayers wishing
to deconsolidate. 32 Under the old rules, it was fairly uncommon for a group to get permission from the Commissioner to deconsolidate. Now, as this vein of thought
points out, the specific factors which are set forth in
the regulations delineating areas in which the Commissioner will give favorable consideration cannot help
but limit his previous absolute authority.
However, notwithstanding the above expression of
optimism, it is clear that the difficulties and uncertainties which the above rules may present to any group
wishing to deconsolidate should make corporations
think long and hard before filing a consolidated return.
Until there is some administrative history to go on,
any decision will be made against a background of
uncharted and potentially perilous seas. In this connection, corporations should also pay special attention to
I.R.C. S. 1562(c)(3) and S. 1562(d) which provide that if
a group which has elected multiple surtax exemptions
files a consolidated return (thereby automatically terminating the election), such group is prohibited from reMARCH, 1967

electing multiple surtax exemptions (even if separate
returns are subsequently filed) until the sixth year after
the year of determination.
Estimated Tax Payments
Until now, consolidated groups had a choice of filing
either consolidated or separate estimates for a taxable
year.33 In this way, even if an affiliated group intended
to file a consolidated return, each separate member
could still avail itself of a $100,000 credit by the filing
of separate declarations of estimated tax.
Now the rules 34 have been significantly tightened.
Thus, if a group files a consolidated return for two
consecutive taxable years, it will be required to file its
declaration of estimated tax on a consolidated basis for
each subsequent taxable year, until such time as separate returns are properly filed. If a group is not required
to file a consolidated declaration of estimated tax, separate estimates should be executed.
These provisions may best be illustrated by the following example:
Corporations P and S file a consolidated return for
the first time for calendar year 1966. They also file
consolidated returns for 1967 and 1968. For 1966 and
1967, separate declarations of estimated tax must be
filed, and separate $100,000 exemptions taken. For
1968, however, the group must compute its estimated
tax on a consolidated basis, and is limited to one
$100,000 exemption. Assuming permission to file separate returns is obtained for 1969, the declaration for
1969 would still have to be made on a consolidated
basis, since separate returns would not be properly
filed until 1970.
New 1122 Rules
Under previous rules,35 each subsidiary had to file
form 1122 annually, signifying its consent to the consolidated return regulations and authorizing the common parent corporation to make a consolidated return
on its behalf for the taxable year. Such form was required even in cases where the subsidiary left the
affiliated group during the taxable year.
The new regulations 36 liberalize this by requiring
form 1122 to be filed only for the first consolidated
return year; none are now needed for subsequent years.
And, even if a member of the group fails to file the
form, consent may be given by the Commissioner under
all the facts and circumstances. The following circumstances, among others, will be taken into account in
making this determination:
33

(1) Whether or not the income and deductions of the
member were included in the consolidated return;
(2) Whether or not a separate return was filed by the
member for that taxable year, and
(3) Whether or not the member was included in the
affiliations schedule, Form 851.
In addition to the above, even if a member corporation has failed expressly or impliedly to file form 1122,
if the Commissioner is satisfied that such failure was
due to a mistake of law or fact, or to inadvertence, such
member will be treated as if it had filed the form for
such year, and thus joined in the making of the consolidated return.

member may not result in a benefit at all after consideration is given to a possible initial inventory adjustment, loss of multiple surtax exemptions, possible loss
of foreign tax and investment credits, deferral of loss on
intercompany transactions, and the effect of the recapture of excess losses of a subsidiary. Further complications may arise where minority shareholders of less
than wholly-owned subsidiaries may seek just recompense for the tax benefit bestowed upon the profitable
parent. Under such circumstances, the additional possibilities of effecting a formal merger or other form of
combination should not be overlooked.

After delving into the many substantive and administrative changes resulting from the revision of the regulations, one may wonder just where the new rules
clarify or simplify their predecessors. If they were implicitly intended to encourage multi-corporate groups
to file consolidated returns, their effect may be just the
opposite. One thing is certain; no longer may the decision to consolidate or deconsolidate be relegated to the
mere pushing of a pencil to determine mathematically
the dollar savings each alternative affords. Inherent in
each corporate set-up may be some minor factor which
will turn the balance.

Perhaps the best advice the author can give to
someone faced with a problem in the consolidated return area is to look before you leap. It is important to
keep in mind that many of the avowed advantages to
filing a consolidated return contained in one section of
the regulations may be counterbalanced by other provisions which may negate the sought-after benefit. Not
only must the tax advisor become acquainted with the
many provisions of the new regulations but he must
also be able to tie in many other areas of the Internal
Revenue Code. Finally, due consideration must be paid
to non-tax consequences. All in all, this is one area
where an experienced and imaginative tax man will find
it necessary to draw upon all his resources in arriving
at the best possible tax plan for a client.

For example, a decision to consolidate so that profitable members of a group may benefit from a loss

(Part two of this article will appear in the June 1967
issue of the Quarterly.)

1. Regs. Section 1.1502-13.
2. Note that under Regs. Sec. 1.1502-13(b)(2) the reporting of income and the deduction must be synchronized.
3. 41 T.C. 616 (1964). The Service has acquiesced in the Beck case
for tax years ending before 1965 (T.I.R. 764, September 28,
1965). Note also Regs. Section 1.1502-13 (h), example (17).
4. Regs. Sec. 1.1502-13(c)(4).
5. Regs. Sec. 1.1502-13(c)(3).
6. Regs. Sec. 1.1502-4(o); Old Regs. Sec. 1.1502-43(g).
7. Regs. Sec. 1.1502-21 (c); Old Regs. Sec. 1.1502-31 (38)(b)(3).
8. Rev. Rul. 60-289 (CB 1960-2, 268); Proposed Regs. 1.1502-25.
9. Regs. Sec. 1.1502-13(c)(2).
10. ibid, subsection (e)(1).
11. Regs. Sec. 1.1502-31 (b)(3).
12. Regs. Sec. 1.1502-21.
13. Regs. Sec. 1.1502-1 (f)(2).
14. Sec. 1562 (d) of I.R.C.
15. Sec. 1562(e) of I.R.C. It should be noted that the point of time
as to which the three year period commences is the December
31 for the year the termination is to be made.
16. Regs. Sec. 1.1502-21(c).
16A. T. J. Foster, TC Memo 1966-273.
17. Regs. Sec. 1.1502-21 (c).

18. This was accomplished by having the loss parent corporation
remain in existence as the common parent but with the shareholders of the profit corporation assuming control of the parent.
19. Regs. Sec. 1.1502-1(g) and 1.1502-21(d).
20. Regs. Sec. 1.1502-21 (d)(2). (See also Regs. Sec. 1.1502-22(d);
Regs. Sec. 1.1502-4(g); Regs. Sec. 1-1502-3(e)).
21. Regs. Sec. 1.1502-15.
22. Old Regs. Sec. 1.1502-31 (b)(9).
23. Regs. Sec. 1.1502-15(a)(2).
24. Old Regs. Sec. 1.1502-39(b).
25. Old Regs. Sec. 1.1502-39(c).
26. Regs. Sec. 1.1502-18.
27. Regs. Sec. 1.1502-18(f).
28. Old Regs. Sec. 1.1502-44.
29. Regs. Sec. 1.1502-17.
30. Old Regs. Sec. 1.1502-11(a).
31. Regs. Sec. 1.1502-75(c).
32. See Consolidated Returns: A Panel Discussion, 24th Annual
N:Y.U. Institute of Federal Taxation, page 14-66.
33. Old Regs. Sec. 1.1502-10(c).
34. Regs. Sec. 1.1502-5.
35. Old Regs. Sec. 1.1502-12(b).
36. Regs. Sec. 1.1502-75(b).

In Conclusion
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International Partners
in France
Next September 13-17
The largest group of Touche, Ross international partners ever assembled
will meet in Cannes, France next fall. Partners from every continent
will spend five days analyzing and discussing problems inherent in a
world-wide public accounting practice. From this meeting will emerge policy
decisions for the continued progress and guidance of the international group.
As a prelude to the Cannes meeting, Touche, Ross delegates and their
wives, who will be in Paris on September 6th for the opening of the Ninth
International Congress of Accountants, will be invited to enjoy a scenic
cruise along the Seine. Cocktails and lunch will be served on the river Seine
aboard one of the famous Bateaux Mouches. (photo A)
If its beautiful setting on the Cote d'Azure is an indicator, the Cannes meeting,
opening September 13, one day after the Paris conference closes, will be
especially rewarding. The Carleton, queen of hotels, with only its own
beach and terrace separating it from the Mediterranean, is "home" for the
meeting. The movie "To Catch a Thief" was filmed there and in nearby
Monaco, and the hotel has been graced by everyone from Winston Churchill
to most of the reigning movie queens. Some of the flavor of this spectacular
international resort is caught in the photographs on these pages, but its
charm must be seen in person to be fully appreciated. In this setting, it may
be difficult for the international partners to concentrate, but the business
and technical sessions planned by the International Coordinating Office
promise to be as absorbing as the natural sights.
Managing Partner Robert Beyer's keynote address will set the tone and
direction of the meeting. At a meeting chaired by International Coordinating
Partner John A. Wilson, a report from the International Coordinating Office
will be given and specific proposals will be offered for consideration of
the partners present.
The International Management Services Committee has planned a
presentation that will include the newest management service capabilities of
Touche, Ross. Seminars on developments in international taxation, and
auditing are also on the agenda. The auditing session will feature a talk by
Robert M. Trueblood on the special requirements of audits of international
clients, and will include a general discussion on the continuing expansion of
the auditor's role, and his growing responsibilities to clients and others.
The wives have not been forgotten. Among the special events planned for
them are a trip to the medieval village of Saint Paul de Vence (photo B) visits
to several famous art museums, and a look at the latest Paris fashions at a
combined luncheon and fashion show. Also, of course, they will be able to
enjoy the sun and water while their husbands are meeting.
The grand finale of the conference will be a formal banquet on the last
evening. In addition to superb French food, dancing, and other entertainment,
guests will enjoy Howard J. Ross, Chairman of the International Partnership,
in the role of Toastmaster.
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Faces in the ^eWs

Gerald E. Gorans,
partner-incharge in Seattle, presents awards
of $500 each to John D. Byrne and
David W. Hope. Mr. Byrne received
the highest grade on the May '65
CPA Examination in the state of
Washington, and Mr. Hope received the highest grade in the
May '66 exam in the state of Montana.
Donald Wells (right), training director for our Canadian offices,
visited Phillip B. Foster in the Executive office last month to
discuss our specialized national training programs and the
increase in the new local programs.

T

li.
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TRB&S partner James B. Kuhn, president of the Arthritis Foundation of San Diego, presents a free ticket for the Holiday on
Ice show to Marine Cpl. Ronald Hunter, age 20. Looking on is
Bruce Moore, chairman of the foundation's ticket fund program.
Tickets to the show's opening, which benefited the foundation's
clinic program, were presented to 100 wounded Vietnam veterans convalescing in San Diego's Naval Hospital.

Dr. Joseph A. Silvoso, (left) head of the Accounting Department
of the University of Missouri and former member of the Kansas
City staff, accepts from Loren G. Hoffman, Kansas City partner,
a $1,500 check from the TRB&S Foundation. The University
plans to use the funds to aid high-ability students attending
graduate school.

Hugh Dysart, partner-in-charge of our Boston office, was recently named to the Board of Trustees at Bentley College.
Shown studying plans for the new 14 million dollar campus are
(standing) Mr. Dysart; Robert B. Harkness, president, Harkness
& Hill; William F. Keesler, senior vice president, First National
Bank; and (seated) Albert E. Carpenter, vice president, United
Fruit Co.; and Edward J. Powers, president Boston Garden
Arena Corp.

Joseph O. Colton was high point winner in the Pacific Coast Soaring Championship meet
at Torrey Pines, California. Mr. Colton, a manager in our San Diego office, is president
of the Associated Glider Clubs of Southern California, Ltd.
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Lois J. Pearson from our San Diego
audit staff was elected Queen of the
Xi Eta Sigma Chapter of Beta Sigma
Phi's International Philanthropic Sorority at a city-wide ball in February.
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Seminar
Held in

for
Professors
Chicago

The National Accounting and Auditing Staff,
under the direction of Robert E. Trueblood,
conducted a three day seminar on current
accounting problems for twenty-five professors
from universities throughout the country. Case
studies were discussed by national staff members
Clayton Ostlund, Hans Shield, Raymond Perry,
Morton Poloway and Ernest Pavlock. Talks were
also given by Donald Bevis (APB member) and
Mr. Trueblood.
In addition to this current seminar, which is
part of a continuing program, Touche, Ross has
conducted other seminars for professors including
two on the problems of auditing computer
installation and one covering management
services engagements. A third Audit-EDP seminar
was also held for the Professional Development
Committee of the American Accounting
Association.

Salmonson, Michigan State University.

Carl R. Nelson, Columbia University; Donald Bevis, New York Office;
Roland Salmonson, Michigan State University.

Rufus Wixon, Uni- John H. Myers, Robert T. Sprouse, Hector R. Anton,
versity of PennNorthwestern
Stanford UniUniversity of Calisylvania.
University.
versity.
fornia (Berkeley).

More than 600 bank executives attended a two-day conference on marketing sponsored by the American Bankers Association this
month. Serving on a panel which discussed the use of international data for marketing intelligence were Robert G. Stevens, director
of banking services at Touche, Ross; panel moderator, Pierce M. Davis, vice president, Irving Trust Co.; John Thornton, marketing
research, Pittsburgh National Bank, Pittsburgh; and Sanford Simon, senior consultant in our New York office.
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Management
in Detroit

Services

Meeting

At the National Management Services meeting in Detroit, MS partners and
managers heard guest speakers Dr. Thomas A. Staudt, head of the Marketing
Department at the Michigan State University Business School, and Dr. Richard Wallen,
from the Personnel Research & Development Corporation.
The two day meeting was entirely devoted to discussions of MS management
problems and opportunities. Among the many subjects covered, plans for the
coming year were discussed by the directors of our specialized industry programs,
and the meeting was highlighted by a presentation of our first national analysis of
MS Gross Services shown by industry and by type of work, using the new
standard classification codes.

Boston's Hugh Dysart, Jr., and James E.
Seitz, Detroit.

Dr. Thomas Staudt.

David V. Burchfield, New York; Charles F.
Brown, Chicago; and Dr. Wallen.

Wendell E. Breland, Jr., Cleveland; Donald W. Jennings, Detroit; William R. DeTroye, Milwaukee; Robert J. Sack, Dayton; and
Antonio Galaz, Mexico.
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DATE

SUBJECT

AUDIENCE

Jan. 18

Systems for Automatic Value Exhange

Denver Chapter, NABAC

Jan. 19

The Concept of the Information Utility

I.E.E.E. Communications Technology and Computer Groups, Santa Monica, Calif.

March 10

The Import of Information Utilities on Management

AMA Briefing Session, "Computer Utilities," New
York

April 3-5

Dimensions of Future Banking Systems and
Systems for Automatic Value Exchange

Presidents' Conference, Massachusetts
Association, Northampton, Mass.

April 17

Dimensions of Future Banking Systems and
Systems for Automatic Value Exchange

Presidents' Conference, Detroit, Mich.

Nov. 16,'66

Electronic Business Systems: 1984

Akron Chapter, NAA, Akron, Ohio

Feb. 6-8

Designing EDP and Management Information
Systems for Production and Inventory Control

American Management Association Seminar

March 20-22

The Design
Systems

American Management Association Seminar

Feb. 6-8

Systems Management
tional Operations

KELLEY, FRED O.

Jan. 11

Accounting System for all Home Builders

Home Builders Association of Alabama, Inc., Birmingham

MACBETH, E. A. DUFF

Jan. 11

Financial Planning and Budgeting

Home Builders Association of Alabama, Inc., Birmingham

Jan. 18

Management Information for Home Builder

National Home Builders of Tampa, Fla.

GOODMAN, M.

Dec. 9, '66

Purchase, Sale or Liquidation of Corporate
Business

AICPA Professional Development Seminar sponsored by Massachusetts CPAs, Boston

HAKIM, RALPH W.
MURPHY, EDWARD F.

Jan. 10

The Feasibility Study

Massachusetts Society of CPAs

HARDING, DOUGLAS B.

Dec. 7, '66

Executive Search and Selection in the Current
Labor Market

New England
f i e l d , Mass.

LYNCH, JAMES M.

Nov. 22, '66

The New Menswear Merchandising and Accounting Manual

Apparel Credit Executives of Philadelphia

SEARS, EDMUND H., Ill

Feb. 28

Management
Builders

Information

System for

Home

Home Builders Association—Keene, N. H.

SHEA, JOHN J., JR.
SEARS, EDMUND H., III

Jan. 10

Management
Builders

Information

System for

Home

Home Builders Association of New London, Conn.

Feb. 1

Management
Builders

Information

System for

Home

Home Builders Association of the Seacoast Area
—Dover, N. H.

Feb. 11

Management
Builders

Information

System for

Home

Home Builders Association of Southeastern Massachusetts, Inc.—Fall River, Mass.

Dec. 5, '66

Estate Planning

SPEAKER
Advanced Business Systems
SPRAGUE, RICHARD E.

HAMMERTON, JAMES C.

LYTLE, DENNIS H.

and Application

of

Problems

Real-Time
in

Interna-

Bankers

Co-Chairman, AMA Seminar: "Worldwide
agement Information Systems"

Man-

Atlanta / Birmingham

Boston

WHEELER, DAVID

WIESE, DONALD C.
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Controllers'

Association—Spring-

Kiwanis Club—Quincy, Mass.

Dec. 18, '66

Capital Gains and The Investor

Investors Associates, Boston, Mass.

Jan. 14

Sub-Chapter " S " — R e c e n t
Changes

Northeastern
Boston

Nov. 9, '66

A Second Look at the Installment Method and
Other Current Tax Issues

Feb. 15

Individual Income Tax Planning

Development Law

University

Institute

of

New England Controllers' Association
National Association of Accountants

Taxation—

DATE

SUBJECT

AUDIENCE

HART, THOMAS F.

Feb. 16

Tax Problems of a Current Nature

Buffalo Chapter, National Association of Accountants

MUMBACH, DONALD J.

Nov. 16, '66

SPEAKER
Buffalo

Estate Planning

Buffalo Area Chamber of Commerce

The Future of the Niagara Frontier

Hamburg Rotary Club

Jan. 26

An Accountant Looks at Insurance

Cheektowaga Rotary Club

Feb. 27

Opinions of the Accounting Principles Board

Lecture—Canisius College Seniors

ALTER, LOREN J.
DAVID, IRWIN T.
REMER, RICHARD
WOOD, DONALD R.

March 1

Computers: The Challenges and Rewards

Rockford College
ford, III.

BINTINGER, THOMAS P.

Nov. 22, '66

Retail Reporting

Small Business Administration and Harper Court
Retailers Association, University of Chicago

BOHUS, CHRISTOPHER
HAIGHT, EDWARD A.
HILBERT, JAMES R.
RASNIC.JOHN

Feb. 21

Computers: The Challenges and Rewards

National Association of Accountants, Quincy, Illinois Chapter

BROWN, CHARLES F.

Oct. 10-11,'66

Financial and Operating Reports

Seminar—Men's
Chicago

Oct. 13,14, '66

Financial and Operating Reports

Seminar—Men's Wear Retailers of America—San
Francisco

Oct. 18-19, '66

Presidents' Conference

National Retail Merchants Association—Chicago

Jan. 12

Fashion Information Reporting at the Category
Level

Retail Research Institute Session of the National
Retail Merchants Association—New York City

BROWN, CHARLES F.
DAVID, IRWIN T.
FRENCH, JACK A.
HILBERT, JAMES R.
MOSS, HENRY S.
NOTY, CHARLES
WOOD, DONALD R.

Dec. 6, '66

Computers: The Challenges and Rewards

Chicago Association of Commerce and Industry

BROWN, MICHAEL
BURKETT, ARTHUR E.
TROJANOWSKI, PHILIP
SPINNER, LESLIE P.

Feb. 9

The Specific Advantages to a Career in Public
Accounting

Panel

DITRI, ARNOLD E.
REMER, RICHARD

Jan. 19

Computer Applications for Small Businesses

Midwest Chapter Metal Treating Institute, Chicago

JOHNSON, THOMAS B.

Nov. 15, '66

Retail Store Cash Forecasting Techniques

Small Business Administration and Harper Court
Retailers Association, University of Chicago

WOOD, DONALD R.

Jan. 10

Long Range Systems Planning

Chicago Chapter, Systems and Procedures Association

March 1

Management
Builders

Information Systems for Home

Home Builders Association of Northern Kentucky,
Covington, Ky.

March 28

Management
Builders

Information Systems for Home

Home Builders Association of Lexington, Ky.

SCHERMERHORN, ROBERT P. Dec. 27, '66

Chicago
Management

Wear

Retailers

Institute,

of

Rock-

America—

Discussion—Loyola University

Cincinnati
BERNSTEIN, BENJAMIN
CUSTER, DONALD
NOVIKOFF, WALTER
REED, ALVIN
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DATE

SUBJECT

AUDIENCE

BONI, GEORGE M,

Nov. 30, "66

Financial Management

Gray and Ductile Iron Founders Society Seminar

LYON, RICHARD C.

Dec. 1, '66

Financial Management

Gray and Ductile Iron Founders Society Seminar

Dec. 9, '66

Financial Management

Steel Founders' Society of America, New York
Division

Dec. 14, '66

Economics of Marketing

Steel Founders' Society of America

BRELAND, WENDELL E.
LYON, RICHARD C.

Feb. 2

Profit Planning and Budgeting Workshop

Ashtabula County
bula, Ohio

BRELAND, WENDELL E.
LYON, RICHARD C.

March 16

Management Systems for Homebuilders

Cleveland Association of Home Builders

LYON, RICHARD C.

Nov. 16, '66

The New Challenge to Management

Purchasing Agents Association—Baltimore

Jan. 12

Profit Planning and Control

Chamber of Commerce of Pittsburgh, Foundry Industry Seminar

March 1

Financial Controls in Marketing

Cleveland Chapter, Budget Executives Institute

Dec. 15, '66

Tax Planning for Individuals in Business to
Save Tax Dollars

East Dallas Kiwanis Club

BRESNAHAN, J. S.

Jan. 29

Profit Planning and Budgeting

State Convention of Ohio—National Association
of Home Builders

BUENZOW, J. S.
HENDERSON, A. D.

Nov. 18, •66

Accountants' Fee Seminar

Dayton Chapter—Ohio Society of CPAs

Jan. 29

Profit Planning and Budgeting

State Convention of Ohio—National Association
of Home Builders

Feb. 6

Profit Planning and Budgeting

Local-National Association
Fort Wayne, Indiana

OLT, L. J.

Nov. 24, '66

Problems with Investment Credit

Tax Executives Institute, Dayton Chapter—Ohio
Soceity of CPAs

SACHLEBEN, L. J.

Dec. 2 , ' 66

Procedural Problems under IRS Rules

Ohio Society of CPAs—Federal Taxation Forum—
Cleveland

Dec. 3,' 66

Procedural Problems under IRS Rules

Ohio Society of CPAs—Federal Taxation Forum—
Cincinnati

Jan. 9

Current Problems—Tax Examinations

Dayton Tax Club

Feb. 22

Controls for Data Processing

Gibson's Financial and Data Processing Managers' Meeting—Chicago

Dec. 15, '66

Controlled Corporate Groups

Internal Revenue Service Panel Tax Clinic

April 28

Corporate Liquidation

Colorado Society of CPAs

GRIFFIN, CARLETON H.

Nov. 22, '66

The Opportunities for a Career in Public Accounting

College and High School Students and
School Counsellors, Grand Junction, Colo.

HUSTED, CHARLES E.

Dec. 6, '66

Profitability Accounting

Classes in Budgeting, University of Colorado

SPEAKER
Cleveland

LYON, RICHARD C.
MARGETTA, CHARLES A.

Builders Association, Ashta-

Dallas
ROBERTS, ALAN H.

Dayton

WARDLAW, JOHN B.

of

Home

Builders,

Denver
FIEDELMAN, RONALD S.

High

Dec. 13, '66
HUSTED, CHARLES E.
PETERSON, RICHARD L.

Feb. 15

Integrated Management Accounting

National Association of Accountants

MARCUS, EARL E.

Oct. 26, '66

Proposed Amendment to the Colorado Constitution Relating to Property Taxes

Exchange Club of Jefferson County

Dec. 14, '66

Year End Tax Planning

Exchange Club of Jefferson County

O'TOOLE, THOMAS M.

Dec. 7, '66

Services Performed by CPAs

Exchange Club of Jefferson County

PALMER, RUSSELL E.

Feb. 14

What to Look For in Financial Statements

American Institute of Bankers Seminar

Oct. 10, '66

Inventory Management Techniques

Denver Chapter, Colorado Society of CPAs

Oct. 21,'66

Inventory Management Techniques

Western Slope Chapter, Colorado Society of CPAs

PETERSON, RICHARD L
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SPEAKER

PETERSON, RICHARD L

DATE

SUBJECT

AUDIENCE

Nov. 7, *66

Management Services by CPAs

University of Denver Business School

Dec. 2, '66

Inventory Management Techniques

Four Corners Chapter, Colorado Society of CPAs

Dec. 27, '66

Inventory Management Techniques

Northern Chapter, Colorado Society of CPAs

Jan. 10

Understanding Financial Statements

Applewood Kiwanis Club

ATKINS, WILLIAM

Oct. 13, '66

The Impact of 1966 ICC Regulations and Orders on Data Processing Systems Used by
Household Goods Movers

North American Van Lines Convention in Houston,
Texas

BASSEY, RONALD D.

Jan. 12

Timely Tax Tips

Northwest Detroit Exchange Club

BEACH, WILLIAM D.

Nov. 9, '66

Project Control

Systems and Procedures Association

Nov. 17, '66

Pricing Policies and Decisions, Techniques
and Practice

NAA Seminar in Chicago

Nov. 16, '66

Transportation and Traffic Safety

Panel discussion, Greater Detroit Board of Commerce

Dec. 2, '66

Transportation and Traffic Safety Needs in the
Detroit Metropolitan Area

Greater Wyandotte Chamber of Commerce

BODMAN, HENRY E., II

Nov. 17, *66

Measurement Systems for Social Action Programs

Michigan Rehabilitation Association

BRESLIN, JUDSON

Nov. 14, '66

Financial Reporting for Hospitals

American College of Hospital Administrators

COLEMAN, RONALD G.

Nov. 9, '66

Management Planning

Detroit Chapter, Associated General Contractors

FOY, JOHN G., JR.

Nov. 3, '66

Small Business Administration Accounting for
Profit and Control

Retail, Service and Manufacturing Managers of
Port Huron, Mich.

MORRIS, DONALD L.

Jan. 5

A Seminar on Taxation of Individuals

Citizens of Lapeer, Mich.

MYERS, KENNETH G.

Jan. 16

Systems Planning—The Answer to
tion Pollution

RUFF, JEAN-PAUL A.

Nov. 3, '66

Program Budgeting and the Poverty Program

American Society for Public Administration

Nov. 17, '66

Human Resources

Michigan Rehabilitation Association

Dec. 5, '66

The Dilemma of French-American Relations

Economic Club of Detroit

SHAW, JOHN C.

Nov. 16, '66

Systems Management

Systems and Procedures Association

SCHWAB, FREDERICK J.

Jan. 5

A Seminar on Taxation of Individuals

Citizens of Lapeer, Mich.

SCHATZ, HARVEY E.

Jan. 9

Work Measurement

Muskegon Chapter, NAA

WANTHAL, ALVIN E.

Dec. 6, '66

Two Profitability Accounting Case Presentations

Profitability Accounting Seminar for Professors

Jan. 9

Career Opportunities in Management Consulting

MSIA Class, Purdue University

Nov. 9, '66

Tax Problems of Contractors

Detroit Chapter, Associated General Contractors

Jan. 5

A Seminar on Taxation of Individuals

Citizens of Lapeer, Mich.

Nov. 9, '66

Accounting for Contractors

Detroit Chapter, Associated General Contractors

Nov. 30, '66

Taxation and Accounting for Mason Contractors

Mason's Contractors Association

Dec. 20, '66

Data Processing from Inception to Implementation

Grand Rapids Chapter, NNA

Dec. 1, '66

Management Information Systems in the Space
Age

Milwaukee Harvard Business Club Alumni

Jan. 9

Operational Auditing

American Management Association
Auditing Seminar, New York

Jan. 18

Profitability Accounting—Challenge and Opportunity

National Association
Chapter

Feb. 23

Management Information Systems in the Space
Age

National Association of Accountants, Phoenix

April 17

Management Information Systems in the Space
Age

National Association of Accountants, Minneapolis
Chapter

STAMP, ROBERT L.

Detroit

BIANCO, JOSEPH P., JR.

WATERMAN, DONALD H.

WIESER, CHARLES E.

WILTEN, FREDERICK J.

Informa-

Data Processing Management Association, Jackson, Mich.

New York — Executive Office
BEYER, ROBERT

Operational

of Accountants,

Memphis
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DATE

SUBJECT

AUDIENCE

April 19

Management Information Systems in the Space
Age

National
Association
of Accountants,
Bergen-Passaic County Chapter

April 24

Operational Auditing

American Management Association, New York

April 26

Management Information Systems in the Space
Age

Tulsa University Council of Accountants

May 15

Cost Concepts for Improved Profits

National
Chicago

July 10

Operational Auditing

American Management Association, New York

Sept. 20

Management Information Systems in the Space
Age

NAA—Pittsburgh Chapter

CRAMER, DONALD H.

April 21

The Professional Development and Redevelopment of Accountants

Seventh Annual Northern California Accounting
Educator's Conference, sponsored by the California Society of CPAs

DODWELL, JOSEPH W.

Jan. 9-13

Operational Auditing

American Management Association, Operational
Auditing Seminar, New York

Feb. 1

Operational Auditing

N. Y. Chapter of Institute of Internal Auditors

March 14

Operational Auditing

Pittsburgh Chapter of institute of Internal Auditors

Dec. 1-2,'66

Public Relations and the Accounting Profession

Financial Writers Seminar

Dec. 5, '66

Institute Society Relations

State Society Leadership Conference

SPEAKER
BEYER, ROBERT

Executive Office
TRUEBLOOD, ROBERT M.

Electrical

Manufacturers

West

Association,

March 9

Auditing of Management Operations

Seminar—University of Chicago, Panel Participant

April 4

Accountants Liability

Seminar—University of Chicago, Panel Moderator

BRADFORD, BRENTON B.

Jan. 16

Rule 58—The Reporting Dictum in California

Los Angeles Chapter of the California Society of
CPAs Combined Technical Discussion Groups

McGEE, FRANCIS H.

Jan. 5

IRS Computer Checking of Income Tax Returns

North Fresno Rotary Club

Fresno

Grand Rapids
FAIRMAN, ROBERT P.

Jan. 12

Accounting Firms—Today and Tomorrow

Ferris State College—Accounting Club

SIMMONS, H. RICHARD

Jan. 12

Accounting for Federal Funds under Title I of
the Elementary and Secondary Education Act
of 1966

Southwestern Michigan School Business Officials
Organization—Student Center of Western Michigan University

Dec. 5, '66

Panel Discussion—A
counting

Accounting Club, University of Hawaii

ASHENDORF, WESLEY

Nov. 1, '66

Recent Cases Involving Spin-Offs

Federal Taxation Forum, Houston, Texas

de REYNA, R. J.

Oct. 19, &
Oct. 26, '66

Retail Management in Action

Retail Institute, University of Houston

Oct. 26, '66

Management Services by CPAs

Accounting Students, Texas A&M University, College Station, Texas

FREEMAN, ALVIN L.

Nov. 15, '66

Estate Planning for Small Corporations

Brazos County Business
Council, Brenham, Texas

LATTER, THOMAS C.

Jan. 26

CPAs Responsibility In Tax Practice

Central Texas Chapter TSCPA Joint Meeting with
IRS Agents, Waco, Texas

LIPSCOMB, OWEN

Jan. 23

Current Tax Developments

North Side Rotary Club, Houston, Texas

PICKENS, LELAND C.

Nov. 2, &
Nov. 9, '66

Retail Management in Action

Retail Institute, University of Houston

Jan. 21

Procedures in Tax Examinations

American Society of Women Accountants

Feb. 16

Current Developments in Savings and Loan
Taxes

Savings
Chapter

Nov. 22, '66

Current Tax Developments

Raytown Rotary Club

Honolulu
SHERIFF, ROBERT J.

Career

in Public

Ac-

Houston

and

Estate

Planning

Kansas City
HOFFMAN, LOREN G.

McCANN, MARY J.
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and

Loan

Controllers,

Kansas

City

SPEAKER

DATE

SUBJECT

AUDIENCE

Jan. 16

The Accounting System for All Builders

Home Builders Association of Springfield, Mo.

March 28

Systems
Utility

University of Missouri—Business Graduate School

April 7

Measures of Marketing Performance

American Marketing Association, Iowa
Annual Seminar, Des Moines, Iowa

March 16

Financial Management for Hospitals

Eastern Michigan Chapter of American Association of Hospital Accountants—Detroit

March 29

Management Information Systems for Homebuilders
The Accounting System for All Builders

Nebraska Home Builders Association State Convention, Omaha, Neb.

MARX, ERNEST L.

Jan. 10

Are You Going to Pay Too Much
Tax?

Culver City Optimists, Culver City, Calif.

OH, GEORGE

Sept. 17, '66

Improving Profits Through Cost Reduction

Long Beach Chapter of the California Society of
CPAs, Long Beach, Calif.

Oct. 5, '66

Developing
tunities

Management

Services

Oppor-

A.I.C.P.A. Annual Meeting, Boston, Mass.

Nov. 30, '66

Developing
tunities

Management

Services

Oppor-

Los Angeles Chapter of the California Society of
CPAs, Los Angeles

Dec. 28, '66

Implementation of Automated Data Processing
Systems

Arizona Society of CPAs, Phoenix

PABST, CARL A.

Jan. 31

Aspects of Data Processing in Management
Reporting and Consulting Service

San Fernando Valley Chapter of Savings & Loan
Controllers Association

PALFREYMAN, W. RUSSELL

Jan. 20

Preparing for a Career in Public Accounting

College of Southern Utah Business Student Majors

BOYER, DARRYL L.

Jan. 9

How to Live with the Suspension of Investment Credit

Milwaukee Chapter of Wisconsin Society of CPAs

DeTROYE, WILLIAM R.

Jan. 18

EDP and Auditing

Sheboygan Chapter, Data Processing
Association

FROEMMING, ROGER G.

Feb. 7

Managing the Audit Function

Wisconsin Bankers Association Bank Executives
Seminar, Madison, Wis.

LARSON, JAMES F.

Jan. 5

Suspension of Investment Credit and Accelerated Depreciation

Appleton Chapter of Wisconsin Society of CPAs

MAINMAN, GERALD E.

Jan.25

Return on Investment

Budget Executives
Toledo, Ohio

March 29

Profit Contribution and Return on Investment

New Products Workshop, University of Wisconsin,
Management Institute Seminar

Feb. 23

Finance and Accounting
Executives
Return on Investment

University of Wisconsin,
Seminar, Milwaukee

March 9

TRANZOW, FRANK H.

WATSON, C. RUSSELL

Requirements

of

the

Information

Chapter

Los Angeles
Income

Milwaukee

Institute,

Managers

Toledo

Chapter,

Management

Institute

Management Topics for Engineers
Economics and Return on Investment

University of Wisconsin, Management
Seminar, Milwaukee

Institute

March 21

Finance and Accounting
Executives
Return on Investment

University of Wisconsin,
Seminar—Racine, Wis.

Institute

Nov. 14, '66

Gift and Estate Tax and Taxation Trusts

Seminar for Salesmen, Piper, Jaffray & Hopwood

Nov. 16, '66

Income Averaging and Travel and Entertainment Expense

Minneapolis
Clubs

Nov. 21, '66

Individual Income Taxes

Seminar for Salesmen, Piper, Jaffray & Hopwood,
Minneapolis

PITT, JAMES F.

Jan. 19

Profitability Accounting

American Association of Women
Minneapolis-St. Paul Chapter

TRACY, WARD G.

Jan. 19

Business Uses of Scientific
agement

Jan. 15

Controlling Labor/Material Costs

The Dental
City

Jan. 31 & Feb. 1

Principles of Internal Control

N.A.A.—Junior
leans, La.

March 14

Profit Planning and Budgeting Seminar

Home
Miss.

TRAWICKI, DONALD J.

for

Non-Financial

for

Non-Financial

Management

Minneapolis
GRANDE, JERALD

Inventory Man-

Home

Builders — Sales

Managers'

Accountants,

Data Process Management Association, Duluth,
Minn.

Newark
GERSHON, LOUIS

Laboratory

Conference,

New

York

New Orleans
BAUMANN, HENRY J., JR.

Builders

Achievement
Association,

Seminar,

New

Mississippi

OrCity,
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DATE

SUBJECT

AUDIENCE

BAUMANN, HENRY J., JR.

June 9

Profit Planning and Budgeting Seminar

Mississippi Home Builders Association Convention, Biloxi, Miss.

COIRON, GEORGE A., JR.

March 14

Profit Planning and Budgeting Seminar

Home
Miss.

June 9

Profit Planning and Budgeting Seminar

Mississippi Home Builders Association Convention, Biloxi, Miss.

Feb. 3

Economic Justification of Management Information Systems

American Bankers Association, New Orleans

March 9

Data Processing for Marketing Forecasting for
Marketing

AMA Seminar Group

Feb. 16

Activities of the Accounting Principles Board

District of Columbia Institute of Certified Public
Accountants, Washington, D. C

Feb. 24

Special Regulatory, SEC and Accounting Problems

Federal Bar Association's
Washington, D. C.

April 27

Actions of the Accounting Principles Board

Missouri Society of Certified Public Accountants,
St. Louis Chapter

May 1

Current Developments in the Accounting Principles Board and Their Impact on the Profession

The New York State Society of Certified Public
Accountants, Buffalo Chapter

June 16

Recent Activities of the Accounting Principles
Board

Pacific Northwest 44th Annual Conference, Seattie, Wash.

Oct. 27

Reporting for Conglomerate Companies

The University of Michigan Fall Accounting Conference, Ann Arbor, Mich.

Dec. 12 & 13,'66

Profitability Accounting

Cost Administration Course—Graduate School of
Business Administration, Harvard University

Dec. 23, '66

Integrated
Systems

March 23

Management Information Systems in the Space
Age

Budget Executives Institute—17th Annual
national Conference, Atlanta, Ga.

Dec. 12, *66

Pricing, Long Range Planning and Profit Planning

American Management Association, Managing
Marketing Profitability Seminar—New York

Jan. 10

What Does Management Expect from Retail
Accounting

National Retail Merchants Association 56th A n nual Convention

CIANCA, BERNARD J.
LEVIN, MORTON
WEINSTEIN, EDWARD A.

Feb. 15

Retail Store Accounting Problems

National Accounting Association, New York Chapter—Seminar

FITZMAURICE, P.
GRUNBURG, R.
WOOLLEY J.

Nov. 23, '66

Management of Banks in a Changing Economy

Puerto Rican NABAC Chapter

FITZMAURICE, P.
GRUNBURG, R.

Dec. 8, '66

System for Automatic Value Exchange

Puerto Rican Computer Users Group

MICHAELS, ARTHUR

Feb. 17

The Relationship of Retailing to and the Influence of Retailing on Accounting and Taxation

New York University, Institute of Retail Management

MULVIHILL, DENNIS E.

Oct. 18, '66

Specifying Information Requirements for Marketing Management

Eighth Annual Conference and Exposition of the
Business Equipment Manufacturers Association

Oct. 31, "66

Trends in Automation
Government

American Management Association Seminar, Planning Computer-Based State and Local Government Information Systems, New York

Dec. 8, '66

The Impact of EDP on Auditing

New York State Association of Certified Public
Accountant Candidates

Dec. 13, '66

Elements of Systems Design and Analysis

Audit—EDP
Association

Seminar

for

American

Accounting

Dec. 13, '66

The Impact of EDP on Accounting Organizations

Audit—EDP
Association

Seminar

for

American

Accounting

Nov. 16, '66

MIS In the Space Age

Boston Chapter of the National Association of
Accountants

April 3

Return on Investment as a Comprehensive
Management Tool

Budget Executives Institute, Hartford, Conn.

Nov. 5, '66

Tax Planning Under the New
Regulations

Northeastern University, Thirteenth Annual
eral Tax Forum

Nov. 2, '66

Tax Problems of the Closely Held Corporation

New York State Society of Certified Public Accountants Seminar

Dec. 20, '66

Personal and Subchapter " S " Tax Problems
of New York State

New York State Society of Certified Public Accountants

Dec. 17, '66

Unintended Dividends

Albany Chapter—New York State Society of C e r t i fied Public Accountants

SPEAKER

Builders

Association,

Mississippi

City,

New York
ACKERMAN, SANFORD S.

BEVIS, DONALD J.

BROWN, VICTOR H.

BURCHFIELD, DAVID V.

MUNRO, ROBERT G.

PADWE, GERALD W.

PAUL, HERBERT M.
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Marketing/Financial

In State

Information

and

Local

Consolidated

Briefing

Conference,

American Management Association, Managing
Marketing Profitability Seminar—New York
Inter-

Fed-

DATE

SUBJECT

AUDIENCE

PAUL, HERBERT M.

Jan. 10

Unintended Dividends

Binghamton Chapter—New York State Society of
Certified Public Accountants and Harpur College

SIMON, SANFORD

Dec. 12,'66

Quantitative Non-Financial Information
Managing Programmed Marketing Costs
Advertising, Sales Promotion and Salesmen's
Compensation

American Management Association — ManagingMarketing Profitability Seminar—New York

Feb. 2

Resource Allocation and Budgeting
the Marketing-Planning Process

American Management Association — MarketingPlanning Course

Feb. 15

Profit Concepts for the Product Manager

American Marketing Association Product Management Course

March 8

Profit Concepts in the Marketing-Planning

American Marketing Association Modern Practices
in Sales and Marketing Management Seminar

March 9-10

Marketing Intelligence—Using Internal Data

American Bankers Association—March Marketing
Meeting

March 29

Relations of Controller to the Marketing Executive
Return on Investment and Marginal Income
as Yardsticks for Marketing Decisions

American Management Association Modern Practices in Sales and Marketing Management

Oct. 4, '66

Management of Banks in a Changing Economy
(Bank Executives Seminar)

First National State Bank, Newark, N. J.

Oct. 5, '66

Profit Planning for Banks

First National City Bank, New York, N. Y.

Oct. 7, '66

Management of Banks in a Changing Economy
(Summary of Bank Presidents' Conference)

Chemical Bank and N. Y. Trust, New York, N. Y.

Nov. 11,'66

Management of Banks in a Changing Economy
(Full Conference for Bank Presidents)

Associate Bankers of St. Louis, St. Louis, Mo.

Dec. 6, '66

Management of Banks in a Changing Economy
(Bank Executives Seminar)

Chemical Bank and N. Y. Trust, New York, N. Y.

Dec. 15, '66

Management of Banks in a Changing Economy
(Bank Executive's Seminar)

Continental Bank and Trust, Philadelphia, Pa.

Jan. 18

Systems for Automatic Value Exchange

Denver Conference, NABAC, Denver, Colo.

Feb. 2

The New Panacea: Management
Systems

ABA Central Information Workshop, New Orleans,
La.

April 17

Management of Banks in a Changing Economy
(Full Conference for Bank Presidents)

National Bank of Detroit, Detroit, Mich.

March 7

The New Panacea: Management
Systems

Information

American Management Association Annual EDP
Conference—New York

March 9

Intelligence

Information for Bank Marketing

American Bankers Association Marketing Conference—New York

April 1-2, 3-4

Management of Banks in a Changing Economy
(Two Full Conferences for Bank Presidents)

Massachusetts
t o n , Mass.

April 19

Bankruptcy and Insolvency: Accounting Problems

New York State Society of Certified Public Accountants
Nassau-Suffolk Chapter General Chapter Meeting

June 6

Bankruptcy Fraud

New York State Society of Certified Public Accountants Seminar

BREIDEN, MILLARD L.

Dec. 29, '66

Making Management Reports Meaningful

Philadelphia Retail Controllers Association

MARKHUS, ROGER C.

Dec. 12, '66

Family Tax Planning

Philadelphia Rotary Club

PAIER, ADOLF A., JR.

Dec. 8, '66

Positive Approach to Medicare

Philadelphia Chapter—American Association
Hospital Accountants

SCULLY, LAWRENCE

Feb. 13

Profit Planning and Budgeting Workshop

Lehigh Valley Home Builders Association, Allentown

VISCONTI, DONALD E.

April

Medicare

Pennsylvania Institute of CPAs in Harrisburg, Pa.

OSMAN, IRA

Feb. 16

Cooperating With Your CPA

Arizona Hotel-Motel
Phoenix, Ariz.

WOOD, DIXON

Dec. 10, '66

Prepayments by a Cash Basis Taxpayer

Arizona State University, 9th Tax Institute, Tempe,
Ariz.

BOWEN, KENT D.

Feb. 9

The Association and the CPA

Allegheny County Savings & Loan League Panel
Discussion

CONWAY, TERRY N.
DiMARIO, JOSEPH F.

Dec. 8, '66

Management
Space Age

SPEAKER

STEVENS, ROBERT G.

WEINSTEIN, EDWARD A.

Within

Information

Bankers' Association, Northamp-

Philadelphia

of

Phoenix
Accountants

Association,

Pittsburgh

Information

Systems

in

the

Seminar—Top Management Clients, TRB & S—
Pittsburgh
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SPEAKER

DATE

SUBJECT

AUDIENCE

CONWAY, TERRY N.
DiMARIO, JOSEPH F.
ROSSI, HENRY J.
WERBANETH, LOUIS A., JR.
WITT, HARRY W.

Feb. 6,12, 20,27

The Computer and Its Effect on Bank Customers

Mellon National Bank & Trust Company Seminar
for Officers

CONWAY, TERRY N.

Jan. 12

Sales Forecasting

Pittsburgh
Seminar

Chamber

of

Commerce — Foundry

Jan. 12

Management Reporting for Planning Control

Pittsburgh
Seminar

Chamber

of

Commerce — Foundry

Jan. 24

Incentive Plans in the Foundry Industry

Pittsburgh
Seminar

Chamber

of

Commerce — Foundry

Feb. 23

Financial Planning in Marketing Decisions

American Marketing Association, Pittsburgh Chapter

Nov. 10, '66

Computer and Accounting

Geneva College—Beaver Falls, Pa.

Dec. 15, '66

The Management
Economy

Feb. 23

Profitability Accounting
sions

Feb. 28

Management
Builders

SIMPSON, WILLIAM J.
WERBANETH, LOUIS A., JR.

Dec. 19, '66

Year-End Tax Planning

National Association of Accountants, Butler Chapter, Butler, Pa.

WERBANETH, LOUIS A., JR.

Dec. 15, '66

The Trouble with Accountants

Duquesne University, Student Accounting Association

Jan. 31

Junior Achievement and the Business Community

Credit Association
Credo Club

Feb. 7

Junior Achievement and the Business Community

Pennsylvania Institute of CPAs, Pittsburgh Chapter

CASTLES, DAVISON
HALL, RICHARD C.
DONACA, DOUGLAS

Sept. 24, '66

Accounting Systems for Home Builders

Seminar—Pacific NW Chapter of National Association of Home Builders

ELKINTON, VIRGIL R.

Dec. 5, '66

Cooperative Concepts and Terminology

Oregon State University Extension Service —
Pacific Northwest Chapter of National Society of
Accountants for Cooperatives, Agricultural Cooperative Council of Oregon

Jan. 5

Accounting Principles Board Opinion # 8

Rochester Area Chapter—New York State Society
of CPAs

Oct. 26, '66

Return on Investment as a
Management Tool

American Management Association Return on Investment Program

Nov. 12,'66

Manufacturing Company Pricing Case Study

Budget Executives Institute

Nov. 30, '66

Changes in the Uniform System for Refrigerated Warehouses

Pacific States Cold Storage Warehousemen's Association Seminar

Dec. 15, '66

Standard Accounting Manual and Industry
Cost Program for Dried Fruit Packers

Dried Fruit Association of California Board of
Directors

Jan. 8-9

Draft of Standard Accounting
Frozen Food Packers

National Association of Frozen Food Packers and
Frozen Potato Products Institute Advisory Cost
Committee—(Portland, Ore.)

Jan. 10

Standard Accounting Manual and Industry
Cost Program for Dried Fruit Packers

Dried Fruit Association of California,
and Advisory Cost Committee (Fresno)

ESTES, ROBERT C.

Dec. 12,'66

The Business Purpose Test, Form vs. Substance and Step Transactions

Contra Costa County Chapter of the Society of
California Accountants

GERVER, ELI

Jan. 7

Depreciation Problems

California Society of CPAs Professional Development Program

NEELY, WILLIAM E.

Oct. 12, '66

The Accountants Role as a Management Consultant

Service Corps of Retired Executives

Oct. 25, '66

Effective Strategic Planning

National Association of Accountants

Nov. 3, '66

Effective Strategic Planning

National
Calif.

WALTERS, RALPH

April 18

Trends of Auditing and Reporting

East Bay Chapter, California Society of CPAs

WARNICK, PAUL E.

Dec. 9, '66

Taxation of Cooperatives and Their Patrons

Tennessee Tax Institute—Memphis, Tenn.

DiMARIO, JOSEPH F.

of Banks in a

Changing

Continental Bank & Trust Company Management
Seminar

Deci-

American Marketing Association, Pittsburgh Chapter

Information Systems for Home

Home Builders of Central Pennsylvania—Harrisburg

in Marketing

of

Western

Pennsylvania,

Portland

Rochester
SALLERSON, EDWARD

San Francisco
BODMAN, RICHARD S.

BOWEN, DALE S.
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Comprehensive

Manual

for

Association

of

Accountants,

Members

Fresno,

SUBJECT

AUDIENCE

Impact of Advanced Information Systems on
Governmental Operations

American Federation of Government

Dec. 9, '66

Role of Consultant in Design of Hospital Information Systems

Northern California Hospital Administrators Association

Jan. 10

Accounting Can Help Improve Profits

Jan. 18

Management
Space Age

Feb. 15

The Profitable Practice of Retail Management

Kansas
Kans.

Nov. 14, '66

Profitability Accounting

Beta Alpha Psi, University of Mississippi, Oxford,
Miss.

Jan. 9

Career Opportunities in Management Consulting Panel Discussion

Krannert School of Industrial Administration—
Purdue University, Lafayette, Ind.

KEYDEL, JOHN F.

Jan. 10

Long Range Planning

St. Louis Chapter, Budget Executives Institute

RIES, ANDREW C.

Feb. 6

Recent Changes in Income Tax Laws

Rotary Club, Collinsville, III.

E'GOLF, MARVIN A.

Nov. 4, '66

Municipal Bond Issue

Hillcrest Business Association

E'GOLF, MARVIN A.
WRAY, JAMES R.

Jan. 10

Management Revolution! Is your Store Ready?

Home Furnishings
County

E'GOLF, MARVIN A.
ENGELBERG, RICHARD D.

Feb. 24

Federal and State Income Taxes

Apartment Owners Association

PEARSON, LOIS J.

Jan. 26

Professional Code of the CPA

American Society of Women Accountants, San
Diego Chapter

TURNER, WALTER A., JR.

Dec. 10, '66

Accounting Methods

1966 CPA Tax Workshop, San Diego Chapter

CONNER, JAMES M.

Oct. 20, '66

Practical Personnel Problems

Data Processing
(panel)

CURTIS, MICHAEL P.

Nov. 9, '66

A Career in Public Accounting

University of Montana

GAEDE, WILLIAM G.
McLEAN, GARY A.

Nov. 14, '66

TRB&S and Services of Consulting Firms

IBM Branch Salesmen and Systems Engineers

SWENSON, NORMAN E.

Jan. 17

Investment Credit and Accelerated Depreciation Suspension

Washington Society of CPAs

TALBOT, JACK W.
FAY, HARRY B.
GAEDE, WILLIAM G.
WINDELL, STEVEN A.

Jan. 31

Consulting and Public Accounting—Today and
the Future

Beta Alpha Psi, University of Washington

BALDWIN, JEFFRY B.

Jan.24

Management Information Systems for Homebuilders

Home Builders Association—Winston-Salem, N. C.

WILLIAMS, JOHN C.

Jan. 31

Management Information Systems for Homebuilders

Home Builders Association—Fayetteville, N. C.

Feb. 13

Management Information Systems for Homebuilders

Home Builders Association—Washington, D. C.

BALDWIN, JEFFRY B.

Feb. 28

Management Information Systems for Homebuilders

Home Builders Association—Harrisburg, Pa.

BRASFIELD, KARNEYA.

Jan. 16

Audit of
Contracts

The Institute
Chapter

PLAIN, ROBERT E.

Sept. 28, '66

What is an Audit?

WILLIAMS, JOHN C.

Nov. 1, '66

The Accounting System for All Builders

Minneapolis Home Builders Association

Dec. 2, '66

Progress
Study

National Association of Home Builders Business
Management Committee, Annual Convention, Chicago

Dec. 6, '66

Profit Planning and Budgeting

National Association of Home Builders
Convention, Chicago

March 1

Management Information Systems for Homebuilders

Home Builders Association—Covington, Kentucky

SPEAKER

DATE

WEINTHALER, EDWARD L , JR.Nov. 22, '66

Employees

St. Louis
FLEISHER, DAVID L

HORNSBY, RICHARD L.

Information

NRMA Annual Convention, New York, N. Y.

Systems

in

the

American Management Association Seminar for
Division and Plant Controllers, Chicago, III.
City

Retail

Controllers,

Kansas

City,

San Diego

Association

of

San

Diego

Seattle
Association,

Seattle

Chapter

Washington, D. C.

Federal

Government

Report—Cost

Grants

and

of

Internal

Auditors—Washington

Management Consultants for Dept. of HEW

of

Doing

Business

Annual
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(^Articles

AUTHOR

EDITION

TITLE

PUBLICATION

Winter '66

What's New at IRS

The Illinois CPA

Nov. '66

Ohio Taxation of Subchapter S Corporations

Published proceedings of The Ohio Society of
CPA's — State Taxation Seminar

March '66

The CPA Tax Specialist and His Value to the
Practicing Lawyer
The CPA Tax Specialist and His Value to the
Practicing Lawyer
The CPA Tax Specialist and His Value to the
Practicing Lawyer
Systems Planning: Art of Corporate Navigating

Michigan State Bar Journal

Chicago
HAUSMAN, DONALD 1.
Dayton
SCHUBERT, FRANCIS J,
Detroit
BASSEY, RONALD D.

June '66
Spring
DAVIDSON, JUSTIN H.

April

Maryland CPA Quarterly
Case and Comment
Financial Executive

Executive
BEYER, ROBERT
TRUEBLOOD, ROBERT M.

May
1966

Management Information Systems: Who'll Be
In Charge
A Season of Head-Hunting

1966

A Season of Head-Hunting

1965
1967

Simulation of Social Action Programs

Management Accounting
Reprinted by Hayden, Stone Inc. after presentation at The Fifth Annual Accounting Forum of
Hayden, Stone Inc.
Pamphlet Published by American Institute of
CPAs

New York
ACKERMAN, SANFORD S.
DODWELL, JOSEPH W.
FURMAN, ROBERT M.

Dec. '66

SAFANE, MILTON D.

March

SIMON, SANFORD

Oct. '66

Operational Auditing: a Part of the Basic
Audit
Tax Valuation of the Stock of Closed Corporations
Suspension of Investment Credit and Accelerated Depreciation
How to Get Meaning Into Marketing Reports

Nov. '66

Trend and Exception Reporting

SPRAGUE, RICHARD E.

Nov. '66

WEINSTEIN, EDWARD A.
LEIBERMAN, BENJAMIN A.

April

On Line-Real Time Systems As A Long-Range
Planning Goal
How Calculated Are Your Risks, Mr. Retailer?

Sporton MacMillan & Company, Inc.
Selected Studies in Modern Accounting
The New York Certified Public Accountant
ATA Accounting Service Newsletter
New York Chapter of the American
Association
New York Chapter of the American
Association
Computer Digest

Stores Magazine

Pittsburgh
Exploring Bank Performance Criteria

Dl MARIO, JOSEPH F.

Auditgram

St. Louis
FLEISHER, DAVID L.
Seattle
GAEDE, WILLIAM G.
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Oct./NOV./Dec. '66

Are You

Oct. '66

Revolution Coming in Credit

Ready for Real Profit Planning?

The Discount Merchandiser

Credit and Financial Management

Marketing
Marketing

Schedule of cIfaining Coutses
DATE

COURSE

April 17-21
April 24-28
May 1-5
May 8-12
May 22-23
May 22-26
May 22-26
June 5-7
June 5-9
June 5-9
June 12-16
June 12-16
June 19-30
June 26-30
June 26-30

1102
1103
2402
1103
1302
1103
1104
1101
1102
1106

Evaluation of Internal Control
Auditing Objectives, Standards & Procedures
Audit-EDP
Profitability Accounting
National Tax Conference
Evaluation of Internal Control
Auditing Objectives, Standards and Procedures
Communications in Staff Development
Auditing Objectives, Standards & Procedures
Profitability Accounting
Auditing Objectives, Standards & Procedures
Audit-EDP
National Auditing Conference
Evaluation of Internal Control
Professional Responsibilities & Practice Development

June 26-30

1304

Professional Responsibilities & Practice Development

July 10-14
July 17-21
July 17-19
July 17-28
July 24-28
July31-Aug.4
Aug. 7-11
Aug. 7-11
Aug. 14-25
Aug. 28-Sept. 1
Aug. 28-Sept. 1
Aug. 28-Sept. 1
Sept. 11-15
Sept. 11-15
Sept. 11-22
Sept. 25-29
Sept. 27-29
Oct. 16-20

1103
1102
2402

1106

Auditing Objectives, Standards & Procedures
Evaluation of Internal Control
Communications in Staff Development
Management Conference
Audit-EDP
Evaluation of Internal Control
Auditing Objectives, Standards & Procedures
Audit-EDP
National Auditing Conference
Evaluation of Internal Control
Profitability Accounting
Profitability Accounting
Evaluation of Internal Control
Profitability Accounting
Basic Electronic Data Processing
Auditing Objectives, Standards & Procedures
Personnel Consulting Seminar
Professional Responsibilities & Practice Development

1304

Professional Responsibilities & Practice Development

Oct. 16-20

1102
1103
1104
1105

TITLE

1104
1102
1103
1104
1101
1102
1105
1302
1102
1105
1301
1103

Oct. 16-20

1204

Professional Responsibilities & Practice Development

Nov. 6-10
Nov. 13-15
Nov. 13-17
Dec. 4-8

1203

Selected Tax Topics—Advanced
SEC Rules and Regulations
Selected Tax Topics—Basic
Principles of Taxation and Research Methodology

MARCH, 1967

1202
1201

LOCATION
Chicago, III.
Chicago, III.
Chicago, III.
Milwaukee, Wise.
Chicago, III.
Chicago, III.
Chicago, III.
Denver, Colorado
Chicago, III.
Milwaukee, Wise.
Chicago, III.
Chicago, III.
Univ. of Wisconsin
Chicago, III.
Saddlebrook, N.J.
Saddlebrook, N.J.
Chicago, III.
Chicago, III.
Denver, Colorado
Hot Springs, Virginia
Chicago, III.
Chicago, III.
Chicago, III.
Chicago, III.
Michigan State Univ.
Chicago, III.
Milwaukee, Wise.
Milwaukee, Wise.
Chicago, III.
Univ. of Wisconsin
Chicago, III.
Chicago, III.
Chicago, III.
Univ. of Notre Dame
Univ. of Notre Dame
Univ. of Notre Dame
Cherry Hill, N.J.
Chicago, III.
Chicago, III.
Saddlebrook, N.J.
65

cApplause
Boston—The voice of Donald Wiese has been heard on
radio four times in recent months, answering questions
on panel shows which dealt with state and federal tax
programs.
Chicago—I. Ted David has completed his assignment
with the Business Management Study Committee for
Illinois appointed by Governor Kerner to study the operations of the State Government. Mr. David served as
task force leader for two groups, one which reviewed the
state's data processing functions, and another which
reviewed the Department of Revenue.
Kay H. Cowen served as moderator at the 1966
Annual Tax Conference of the Illinois Society of CPA's.
Richard H. Gallagher promoted to manager at the
beginning of the year.

An invitation has been extended to Mr. Trueblood to
address the Council o/ the Institute of Chartered Accountants of England and Wales during a summer
course at Oxford. The subject of his address will be
"Detection of Fraud."
Mr. Trueblood also served as moderator and speaker
at the second seminar for Financial Leaders and CPA's
sponsored by the American Institute of CPA's last
December.
Executive—Quotations from Robert Beyer's Profitability
Accounting book appear in a textbook entitled Information System for Management Planning and Control,
authored by Thomas R. Prince and recently published
by Irwin.
Mr. Beyer has also been nominated as national vice
president of the National Association of Accountants
for the 1967-68 fiscal year. Elections are to be held in
June and become effective July 1.

Detroit—Phyllis E. Peters has been appointed as an
Official Delegate of the American Women's Society of
CPA's to the Ninth International Congress of Accountants, to be held in Paris, France, next September.
Program Committee Chairman of the 1967 Systems
and Procedures Association Spring Conference is
James M. Edgar.
Guy R. Tann has been appointed a member of the
Program Committee for the 1967 International Systems
Meeting, to be held in Detroit in October.
Joseph P. Bianco has been appointed to a subcommittee of the Greater Detroit Board of Commerce to
work with the Urban Transportation Council on the development of urban transit recommendations.

Fresno—Francis H. McGee appeared on the radio program, "Direct Answer" on a local station to answer
questions on taxes.

Denver—Ronald S. Fiedelman has been elected chairman of a subcommittee organized by the Federal Taxation Committee of the Colorado Society of CPA's to
arrange an Internal Revenue Service Panel Tax Clinic.

New York—Bernard J. Cianca, chairman of the Retail
Accounting Committee of the New York State Society of
Certified Public Accountants, presided over their Workshop Seminar which covered the unprecedented expansion of retail credit extension. Morton Levin and Edward
Weinstein also participated in the seminar.

Executive—Chicago—President Johnson has appointed
Robert M.Trueblood to a commission to study the basic
concepts and presentations of the federal budget. The
commission, which at present has 15 members, is to
report to the President by September.
Mr. Trueblood is serving as American representative
and chairman of an International Study Group composed of representatives of the English, Canadian and
American Institutes of Certified Public Accountants.
The first meeting was held in New York on February
21-22.
MARCH, 1967

Houston—Owen Lipscomb attended the Liaison Meeting
of the Texas Society of CPA's and the Austin District
of the IRS as chairman of the group representing the
CPA's. Mr. Lipscomb had worked with R. P. Phinney,
District Director and W. H. Quimby, Executive Director
of the Texas Society to arrange the meeting.
Milwaukee—Donald J. Trawicki has been appointed
chairman of the National Association of Accountants
Research Project Committee to study Financial Analysis
to Guide Capital Expenditures Decisions.

Philadelphia—Adolf A. Paier, Jr. and Richard DePiano
held three sessions on public accounting at a "Career
Day" program for students at Overbrook H.S., sponsored by the Philadelphia Chapter of the Pennsylvania
Institute of CPA's.
Pittsburgh—Terry N. Conway is teaching at Carnegie
Institute of Technology during the spring semester as
part of their Industrial Management Program.
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Norman W. Scharpf has been appointed to the Board
of Directors of the Data Processing Managers Association, Pittsburgh Chapter.
St. Louis—John Keydel has been appointed to the Executive Committee of the St. Louis Regional Industrial
Development

Corporation, an organization of

civic

leaders working to promote the industrial growth of the
metropolitan area.

San Diego—Richard D. Barnes was the negotiatior with
KOGO-TV in promoting the January 29th Viewers
Question and Answer Tax Panel Program. Mr. Barnes is
a member of the Public Relations Committee of the San
Diego Chapter of CPA's.
Seattle—William G. Gaede has been commended by the
State of Washington, Department of Personnel for his
participation as a panel member of the Examination
Board for Chief Budget Analyst last December.

(^Alumni
New York—Michael Fragale, formerly a senior tax accountant, has joined Control Data Corp.
Robert Hille, formerly an associate consultant in
Management Services, has resigned to accept a position in private industry.
Edward J. Hughes, an audit senior, has accepted a
position with Seal-a-Metic Co.
Joseph Prestifilippo, formerly an audit senior, has
joined the Lithium Corporation.
John R. Rueckel, an associate consultant in Manage-
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ment Services has resigned to accept a position with
Yardley of London.
Gilbert Sherr, formerly an audit senior, has joined
Esquire Radio and Electronics, as corporate controller.
James Wu, formerly an associate consultant in Management Services, has joined Associated Merchandising Corp.
Pittsburgh—William J. Simpson has joined T. Mellon &
Sons of Pittsburgh.
St. Louis—James A. Clarkson has joined the Chow
Division of Ralston-Purina.
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